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SIXTEEN years ago, Professor Cairnes was guided, in 
choosing the subject for his opening lecture at University 
College, London, by seeing the signs of a belief among the 
educated public that “ political economy had ceased to be 
a fruitful speculation.” Six years later, it was noted 
that in the speeches at the Adam Smith Centennial, cele- 
brated by the English Political Economy Club, there were 
indications that a similar sense of frustration and of lim- 
ited hope as to the future had made its way even among 
economists, and this at the traditional centre of the 
English school. And a few years more have now brought 
into full activity what is variously described as a reaction 
or a revol ition, in which a determined body of dissen- 
tients from the old political economy are striving, in every 
leading country, for some sort of reorganization of the sci- 
ence and its method, upon principles rather vaguely de- 
fined, but generally declared to be in peculiar harmony 
with those which have given new life to almost every 
other branch of learned investigation. 
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To the present writer, this movement appears to be 
no revolution, but a natural reaction, probably salutary, 
and destined to promote ultimately a rapid but still or- 
derly development of the science, upon the lines laid 
down by the great masters of what is called the deductive 
school. The real import of the movement appears to him 
to be often misconceived, partly from a negligent consider- 
ation of the scope and proper limitation of the old eco- 
nomics, and partly from failure to observe the course pur- 
sued by the greatest masters of the new. It is pro- 
posed in the present article, therefore, to review briefly the 
position held by the deductive school, to consider some of 
the shortcomings by which the way for reaction has 
been made easy, and to show what appear to be the 
characteristic tendencies and real drift of the new move- 
ment. In doing this, ground must be traversed which is 
so familiar to many readers, that nothing but the frequent 
and sometimes apparently studied neglect of its existence 
can be the writer’s sufficient apology. 

Little space need be given to the formal description of 
the method used by what will be called here the deductive 
school. The authentic statement of that method is found 
in Mill’s Logic, in the concluding paper in his Essays on 
Some Unsettled Questions, and also in Cairnes’s Character 
and Logical Method of Political Economy. As stated by 
these consistent followers of the Ricardian doctrine and 
conscious preservers of its continuity of development, the 
method starts from a few simple premises, collected by 
observation of the nature of man and of his environment, 
draws from these premises a series of logical conclusions, 
verifies these conclusions by fresh observation and com- 
parison, and thus ascertains certain relations of cause and 
effect, which are termed laws. As an example of the 
application of this method, to be considered a little more 
in detail, Mill’s Principles of Political Heonomy will be 
taken, not only as the most convenient, but because it 
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presents the full and rounded statement of a system of 
leading doctrines, partly thought out in the Wealth of 
Nations, and then given in the rough, with little effort 
for orderly statement, in Ricardo’s writings. 

Mill has undertaken to investigate the production and 
distribution of wealth, or, in other words, the nature and 
the results of the efforts, which it may be assumed that. 
men living in civilized society will make, to provide the 
material goods by which the satisfaction both of physical 
and of mental wants is in large measure secured. These 
efforts, he takes it for granted, will be made by prefer- 
ence along the lines of least resistance. They will be 
made also under the conditions of a natural tendency to 
increase of numbers, and of the application of labor to 
natural agents, which, when pushed beyond a certain 
point, no longer yield a proportional increase of returns. 
These data Mill finds sufficient for the establishment of a 
considerable body of general propositions as to the use of 
labor and capital in production. 

But, for the investigation of the laws of distribution, it 
becomes necessary to have further data respecting the or- 
ganization and methods of the society in which the distri- 
bution takes place. It is true that “whatever mankind 
produce must be produced in the modes and under the 
conditions imposed by the constitution of external things, 
and by the inherent properties of their own bodily and 
mental structure”; and so a great body of truths as to 
production are as applicable in a communistic Utopia as in 
the United States or Great Britain. But, in dealing with 
distribution, something must be premised as to the owner- 
ship of the natural agents and of the goods produced, and 
something also as to the freedom with which goods and 
services can be contracted for or exchanged. Mill, there- 
fore, writing with reference to modern western civiliza- 
tion and for modern readers of the western nations, 
assumes at this point, as further premises, the private 
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ownership of property, both real and personal, and the 
existence of a free competition. These assumptions im- 
port no judgment as to the necessity or the special excel- 
lence of the conditions assumed, nor does Mill ignore 
either the possible advantages of other conditions, or the 
fact that they may exist. His assumption as to private 
property is followed by a digression as to other systems, 
applicable to property in general or to real property in 
particular, in which the opinions expressed by the writer 
as to some fundamental arrangements of the society 
around him are generally thought to be heterodox. His 
assumption as to competition is made with a full recogni- 
tion of the fact that, even where competition finds the 
fewest obstacles, its effects are often greatly modified and 
limited by the prevailing habits of the community; and 
here again follows a digression, filling several chapters, in 
which are considered a variety of social conditions, ranging 
from slavery to cottier tenancy, under which competition 
cannot be said to act. Plainly, it is only as an observed 
fact, general enough to give shape to the mass of economic 
relations in the western nations, that the existence of 
private property is assumed ; and it is in the modern ten- 
dency of competition to overcome the resistance both of 
institutions and of custom, and to be the prevailing rule 
of dealing, that Mill finds his warrant for assuming its free 
action as a premise for reasoning upon distribution. The 
warning, however, that competition in any given case acts, 
as it were, in a resisting medium of greater or less density, 
and that conclusions based upon its possible maximum of 
effect are to be modified pro re nata, is given by Mill, not 
once for all and to be forgotten either by writer or reader, 
but repeatedly, and is enforced at several stages of his dis- 
cussion. 

It is obvious that the process thus described is a study 
of the action of a certain force under given conditions, 
—the force being selected for consideration, not as being 
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the sole spring of action, but as one generally found in 
operation, and the conditions being such as are usually 
presented by modern civilized life. The process is under- 
stood to be thus strictly limited, because of the complexity 
of the motives and external conditions by which the pro- 
duction and distribution of wealth are affected. <A single 
great force is studied by itself, because this is believed to 
be a necessary preliminary to the study of its action when 
in composition with the other forces, which, although 
of secondary importance as regards the purpose in hand, 
are, nevertheless, to be finally included in any complete 
investigation ; and this isolation of the force first brought 
under examination is effected by hypothesis, because it 
cannot be effected by experiment, as in physical science. 
Even if we suppose, then, that some other force or motive 
might better have been selected as the primary object 
of study,—a supposition warranted by the conclusions 
of few economists of any school,—it would still remain 
true that the adoption of this process by Mill is a strictly 
logical and philosophical method of arriving at important 
truths affecting a great department of human activity. 
Even if other methods should be found, more rapid or 
far-reaching, this would still be a scientifically defensible 
method of investigating the action of economic motives. 
This method is said, however, to be indifferent to facts, 
and, since it proceeds upon assumed premises, to lead 
to the evolution of a system having no necessary relation 
to the external world. Fairly considered, the verification 


‘of results reached by deductive reasoning should call for * 


as patient collection and as conscientious sifting of facts 
as any other use of observation. But, beyond this, it is 
from facts that the suggestion must come of all secondary 
influences or forces, which modify the action of the pri- 
mary force investigated by the economist; and it is from 
the study of facts and of their evidence as to the condi- ~ 
tions under which such secondary influences act, that we 


v 














6 QUARTERLY JOURNAL OF ECONOMICS 


must proceed in determining the law of their action. 
For example, Ricardo’s law of rent is a deduction from 
simple premises respecting the effort to employ capital 
with the best profit on lands differing in productiveness or 
convenience. But, in reasoning upon rent or the value of 
land in any given country, Ricardo’s law is found to give 
the clew, indeed,— but a clew to be followed through spe- 
cial conditions, often of wonderful variety. To the origi- 
nally simple case of economic rent are added the modifica- 
tions arising from customs of dealing between owner and 
occupant, from the speculative holding of land, or from 
changes in its uses, or revolutions in transportation. And 
these new conditions are the necessary objects of close 
study, as supplying the material for fresh reasoning, if 
the economist, following the deductive method, seeks to 
advance his knowledge of cause and effect — that is, his 
knowledge of economic law—beyond the elementary 
state. So far from facts being a matter of indifference 
or being of only occasional use, in the deductive method, 
every one of the leading writers, Adam Smith, Malthus, 
Ricardo, the younger Mill, Senior, McCulloch, and 
Cairnes, either had special occasion for minute acquaint- 
ance with important classes of economic facts much rea- 
soned upon by him, or shows the proof of special study 
of such facts. 

The further charge, that the results arrived at by the 
deductive method have no necessary relation to the exter- 
nal world, no doubt has so much foundation as this,— that 
the truths arrived at are conditional truths. Deduced 
from certain premises by a logical process, they are unde- 
niable; but, still, they declare only the effects of causes 
acting under specified conditions. So far from being of 
universal application, they are limited by their own com- 

\ plete logical statement to cases where the conditions origi- 
nally premised are present, and not controlled by any 
others. It is even conceivable that no exact parallel to the 
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hypothetical case should ever present itself, and afford the 
simple and perfect realization in practice of an economic 
truth. To use the familiar illustration, in every actual 
case there might be some allowance needed for perturbing 
forces or friction. Still, few will deny that truths, even 
in this abstract form, if rightly apprehended and used, 
must be of the highest service in helping to understand 
the march of human affairs. 

It is a necessary consequence of the conditional nature 
of the truths arrived at by the deductive process that 
their use as guides of conduct is subject to strict limita- 
tions. No doubt, the temptation to treat abstract truths 
as universally applicable, without qualification, has often 
proved irresistible. Still, the warning against this misuse 
of them is found in their statement. “The economist’s 
conclusions,” says Senior, “do not authorize him in add- 
ing a syllable of advice,”’—a negation which, it must be 
added, proved offensive to McCulloch, who was little dis- 
posed to let any opportunity for profitable exhortation 
pass unimproved. Plainly, Senior, in theory as well as in 
his own public service, regarded the results of the econo- 
mist as contributory to practical judgments, but seldom 
as sufficient therefor in themselves. Taken in connection 
with the special facts which surround any question,— the 
facts, historical, social, psychological, or physical, which 
create special conditions,— economic truths are theoreti- 
cally as essential as any others for the formation of sound 
opinions, and are also, taken by themselves, as insufficient. 
This limitation of their practical effect as supplying a 
part, but only a part, of the grounds of action, is of spe- 
cial importance, of course, in their bearing upon legisla- 
tion. Economic laws, in strictness, deal with wealth; 
but the object of legislation is welfare. Or, as Adam 


Smith says, when dealing with a special case, “ Defence | 


is of much more importance than opulence.” Without 
multiplying citations upon this point, it is enough to re- 
call Cairnes’s declaration, often urged by him in different 
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forms, that “there are few practical problems which do 
not present other aspects than the purely economical,— 
political, moral, educational, artistic aspects; and these 
may involve consequences so weighty as to turn the scale 
against purely economic solutions.” 

This recognized limitation of the scope of economic con- 
clusions, as applied to practical affairs, brings to view what 
is sometimes indignantly described as the divorce of polit- 
ical economy from all ethical considerations. The econo- 
mist, it is charged, carefully ignores all higher purposes 
and duties, that he may devote his thoughts to the pur- 
suit of wealth alone. But need it be explained that, in 
this alleged divorce, the only question really at issue is 
one of classification,— a question as to the drawing of a 
line for purposes of nomenclature between several fields 
of thought, all of which, it is admitted, must be traversed 
before action can be decided upon? When the economist 
restricts his discussion to something less than the sum of 
all the considerations of right and expediency which must 
weigh in questions of political action, his contribution 
toward the final decision may indeed be pronounced im- 
portant or the reverse, according to the judgment of the 
critic; but there is as little ground for the moral condem- 
nation sometimes fulminated, as when one investigator 
declares his field to be physiology and not therapeutics, or 
another devotes himself to the mechanical and chemical 
properties of the rocks, and not to their geological rela- 
tions. It is only when the economist undertakes to apply 
his conclusions in disregard of other aspects of the polit- 
ical or social questions before him, and treats these ques- 
tions as problems in political economy only, that there is 
room for the reprobation of his neglect of ethical consid- 
erations; and, in this case, he is sinning against the law 
implied in his own method.* Much confusion and mis- 

*A striking instance of a wide range of considerations taken account of 
by an economist, when engaged as a legislator in the discussion of a grave 


practical question, is presented by Mill’s speech in the House of Commons, 17 
May, 1866, on the Tenure and Improvement of Land (Ireland) Bill. 
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placed censure, however, upon other points as well as this, 
might easily be avoided, by keeping in mind more care- 
fully the necessary distinction between a science and its 
applications. 

But it is unnecessary to carry any farther this review of 
the characteristics of the deductive method. The method 
may be imperfectly applied by those who profess to use it, 
the conclusions reached by its means may be misinter- 
preted ; but it is in itself a process of careful investigation 
of causes and effects, naturally tending to the establish- 
ment of that orderly body of verified truths which is 
called a science. It is, in short, a strictly scientific method 
of approaching one great set of problems presented by the 
life of man in society. Other methods of approaching 
the same subject-matter may conceivably be used, but it 
is pure arrogance to claim for any other that it is the sci- 
entific method. 

It must be recognized as a fact, however, that political 
economy, as pursued by the deductive method, has seri- 
ously disappointed the hopes which formerly centred 
around it; and this not merely because of the extrava- 
gance of the hopes, but also by reason of its own sterility 
in results. To the present writer, this state of things 
appears to be the consequence, not of some discovered 
weakness or insufficiency of the method, but of the fail- 
ure of economists to pursue the path on which they had 
entered. For this failure, the very nature of the body of 
doctrine, which was early established, may perhaps afford 


_ @ partial explanation. It has already been said that, in 


the system of principles stated by Mill,—and this means 
in the system obscurely suggested by Ricardo,— the pri- 
mary object of study is a single great force, acting under 
given conditions. Among these conditions is a tendency 
to steady increase of resistance as society advances, result- 
ing from the laws of population and of production from 
land. What have been called the dynamics of political 
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economy must, therefore, with the growth of a community 
and in any given state of the arts, develop a gradually 
slackened movement, pointing to an ultimate cessation of 
advance at the point where the motive force shall be offset 
by the increased resistance; that is, to a state of quies- 
cence, not necessarily unfortunate, but still demanding 
some new impulse as the condition either of further ad- 
vance or of decline. This is the theoretical point,— far 
off, it may be, and postponed by every fresh discovery and 
the opening of new resources, but still conceivably attain- 
able,— to which increasing numbers and declining profits 
point, as it were, by converging lines. Now, such a con- 
ception, of which traces may be found in Adam Smith, 
seems in a certain sense to finish the task of economic 
science. The movement of human society has been fore- 
cast. The goal toward which the great constant force 
tends is ascertained. What remains, it might easily be 
asked, except to elaborate the reasoning, to rivet the 
logic, and to present the elements of the calculation more 
clearly? It seems to have been some such conception as 
this, of a science completed and rounded and adequately 
describing the destined movement of every human society 
to its ultimate stage, that led Lord Sherbrooke, then Mr. 
Robert Lowe, to declare in 1876 that the work of political 
economy appeared to him to be about finished. And 
many a younger student, who has admired the logical 
strength and symmetry of the system, has wondered at 
the seeming meagreness of its content, as he has found 
himself suddenly confronted by what might be mistaken 
for the last possible deduction. 

That, dealing with such a system, economists should 
fail to push as they might their investigations into causes, 
was, no doubt, all the more natural by reason of the op- 
pressive influence of the few great names which adorned 
the deductive school during its rise. And yet the method 
by which economic science should be carried into regions 
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never penetrated by Ricardo was simple. It was only 
necessary to draw from the actual observation of affairs 
fresh premises relating to forces of what we have called 
the secondary order. There is a pregnant sentence in 
Mill’s essay on definition, declaring that, in order to make 
political economy perfect as an abstract science, “ the 
combinations of circumstances which it assumes, in order 
to trace their effects, should embody all the circumstances 
that are common to all cases whatever, and likewise all 
the circumstances that are common to any important class 
of cases.” In other words, the framing and insertion of 
new premises, and the tracing of effects in the ever-in- 
creasing complexity of conditions necessary in order to 
reach all those “ common to any important class of cases,” 
were the natural course of development. Upon this line 
Mill entered when, reasoning from the impeded flow of 
labor and capital from one country to another, he suc- 
ceeded in adding to Ricardo’s theory of international 
trade a theory of international values. Cairnes also took 
the same course, when he extended the same reasoning to 
the cases where competition is imperfect in domestic ex- 
changes, either as between different parts of the same 
country, or as between different industrial strata or occu- 
pations in a given community. In the same direction of 
fruitful development were the inquiries which Cairnes 
made at different stages of his career, as to the unequal 
measure in which the prices of different articles respond 
to a common influence,— as, e.g., to a cheapened supply 
of money, which is usually treated as affecting all alike 
and simultaneously; and other examples could easily be 
cited from the same suggestive writer.* 


* Professor James says of the old economy that it satisfied a demand for 
“something perfect in its way. It was indeed a closed circle, but it had con- 
sequently no line of advance.”” To go on with Professor James’s figure, how- 
ever, the deductions from simple premises being closed, new premises afford 
the opportunity for new circles, of wider and wider sweep, limited only by the 
variety of human interests to be dealt with. See Science Economic Discussion, 
p. 42. 
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Plainly, the system of political economy, as elaborated 
in the earlier part of this century, gave unlimited scope 
for investigation and expansion of this kind, and for the 
discovery of what have been called “derivative laws” of 
probable interest and importance. The very fact that, as 
already noticed, the system had to assume in the first 
instance, and in order to simplify its task, that competi- 
tion acts uniformly, shows that the whole field of distribu- 
tion and exchange might be worked over, with new con- 
ditions drawn from observation, and with the promise of 
valuable results. Or, to take another region into which 
investigation by the deductive method might well have 
been carried,— that suggested by the familiar condition, 
“in a given state of the arts.”” The improvement of instru- 
ments, processes, and institutions, by which production is 
aided and the resistance of nature is offset, is ordinarily 
treated by the economist as something fortuitous,— to be 
allowed for in a given case, no doubt, but showing no 
stated recurrence which can afford a basis for reasoning. 
Ricardo and his contemporaries naturally spent but little 
effort in speculating upon industrial and social changes, of 
which their time showed only the beginnings. Mill, writ- 
ing when the changes had become revolutionary, saw that 
they were characteristic of the century, and that no term 
could be set to their extension. Still, in the greater part 
of his treatise, he was unable to do more than refer to 
them as transitory “counteracting influences,” on the 
succession of which no great amount of reasoning needs 
to rest. It is clear, however, that these influences, 
although in one sense transitory, are for our time practi- 
cally constant. Inventions, the opening of new continents, 
the abolition of time and space, the economic rejuvenation 
of countries by social and political reform, follow each other 
in a long line and in a certain orderly movement. Rea- 
son compels us to reject the vision of perpetual advance ; 
but, for these generations of the world’s history at any 
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rate, industrial improvement, or that which tends in the 
same direction, is not an accidental, but, as nearly as pos- 
sible, a permanent force, acting with the primary forces 
of which the economist treats, but constantly masking 
and for the time, perhaps, reversing their effects. Here, 
then, has been offered the opportunity for the economist 
to make useful application of his method, for investigating 
the movement of society in the ascending part of its orbit, 
and dealing with a mass of striking phenomena, far too 
complex for systematic study without the working hy- 
pothesis already in his hand. 

It follows, from this view of the field open to political 
economy, as defined and studied by the deductive school, 
that the science, so far from having reached the end of 
its work, has before it a task which, as Cairnes says, is 
never to be completed, “so long as human beings continue 
to progress”; for “the main facts of the economist’s study 
—man as an industrial being, man as organized in society, 
—are ever undergoing change.” It follows, too, that, 
while the connection between assumed premises and the 
logical conclusion is immutable, so much of the econo- 
mist’s conclusions as are based on conditions peculiar to 
his own time must lose a part of their importance as years 
pass. To this extent, we may easily agree with the prop- 
osition so ably supported by Dr. Seligman,* that “the 
economic theories of any generation must be regarded 
primarily as the outgrowth of the peculiar conditions of 
time, place, and nationality,” and that “no particular set 
of tenets can arrogate to itself the claim of immutable 
truth.” 

It must be added, moreover, that, if the development 
of political economy by its normal course had been 
pushed by the deductive school, the science itself would 
have been held closer to modern life and to the great 
problems which demand their answer from the modern 
world. Bagehot complains that the science “lies rather 


* Science, 1886, p. 375. 
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dead in the public mind,” and that young men do not 
feel “that it matches with their most living ideas.” This 
is a natural result of the omission to deal adequately and 
systematically with existing economic relations, in an age 
which is chiefly characterized by the multiplication and 
change of such relations; and it seems clear that the 
position which the deductive political economy held, even 
twenty years ago, need not have been lost, if its followers 
had pursued the natural course of widening their discus- 
sion of economic law, by drawing steadily from the fresh 
experience of the day. 

What has happened in political economy, then, is a 
singular instance of a scientific inquiry stopped short in 
its path, it may be by the timidity — at any rate, by the 
failure—of those who had it in charge. In such a case, 
reaction is not only inevitable, but is probably the best 
hope of renewed activity and progress. Even if the reac- 
tionary movement itself should be misdirected or should 
run to excesses of its own, and should thus finally con- 
tribute nothing directly, the chances are still strong that 
it will be the stimulus of thought and of fresh investiga- 
tion ; and, from such revival, science, pursued by sound 
methods, has nothing to fear. 

The reaction in political economy has come in the rapid 
growth of what is variously known as the German, the 
inductive, or the historical school.* No one of these 
terms is well chosen. The new school can no longer be 
called German, for its influence is now so diffused as to 
be entirely independent of the place of its origin. To 
call it the inductive school, as is suggested by a natural 
antithesis, implies some radical change in methods of rea- 
soning, often vaguely asserted, but generally disappearing 

* Among the numerous statements of the history and tendencies of the new 
school, we may refer to Professor Ingram’s remarkable article, ‘‘ Political 
Economy,” in the ninth edition of the Encyclopedia Britannica, and to Dr. 


Ely’s study, The Past and the Present of Political Economy, in the second series 
of Johns Hopkins University Studies. 
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in any attempt at precise analysis. Even the term “ his- 
torical,” which it will be convenient to use here, seems to 
imply some peculiar use of historical material for the dis- 
covery of economic truth, as distinguished from its verifi- 
cation or illustrationm—a use not to be detected in the 
leading writers of the new school, whose pages bristle 
with the results of hypothetical reasoning. 

In fact, so far as scientific method is concerned, it may 
be stated positively, that the leading writers of the new 
school do not agree in rejecting the deductive method, nor 
in adopting any other method inconsistent with this or ulti- 
mately exclusive of it. Use of deduction in some way and 
to some extent is admitted by nearly all, and is no doubt 
logically inseparable from the process commonly called 
inductive. Dr. Ely, no moderate supporter of the histori- 
cal school, remarks that “the term inductive is to be 
applied to those writers who do not start out with all 
their premises ready made, but who include the induction’ 
of premises within the scope of their science, and proceed 
to use these premises deductively.”* This statement 
would no doubt bring the greater part of the English 
school and their followers, including the leading writers 
upon method, within the fold of the inductive school, and 
illustrates the difficulty of drawing any line between the 
two which shall, in fact, mark any distinction except as 
to the degree in which one or another is disposed to draw 
new premises from observation.t Schmoller, indeed, be- 
lieving that the old method and its results are alike obso- 
lete, would postpone for twenty years the attempt to con- 
struct a system of principles; and this would unques- 
tionably be a logical course to pursue, if the deductive 
method is rejected for inherent unsoundness, as often 

* The Past and the Present of Political Economy, p. 8. 

tA striking illustration of the real thinness of distinction as to method 
between the two schools is found in President Walker’s comment upon 
Cairnes’s statement of the deductive process, that ‘‘ nothing could be added to 


this admirable statement of the logical method of political economy according 
to the so-called German school.” Political Economy, p. 15. 
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seems to be supposed. But leaders like Roscher, Wagner, 
Cohn, and writers in Schénberg’s Handbuch, who are rec- 
ognized as representing the historical movement, accept 
and use conclusions which there is no pretence of having 
reached save by the old process of verified deduction. 
And Wagner’s reply to Schmoller’s contention that the old 
systematic dogma has been outlived is most emphatic.* 
He thinks it proper to object, he tells us,— 


That this rejection in the lump goes too far. The old master 
of historical national economy in Germany, W. Roscher, with good 
reason, has not thus thrown the “old dogma” overboard. And such 
a step would be all the more questionable from the difficulty of 
knowing how to fill up the deficiencies ; for, except some dry critical 
observations, there is nothing at hand which can take the place of 
the “old dogma.” On the contrary, even the “historical national 
economists” make use, step by step, of propositions, e.g., in the 
theory of price and cost, which are either a part of the “old dogma,” 
or follow as consequences from it. 


It must be added that it is also quite clear that this 
acceptance of the old results is not a mere provisional 
arrangement,— a concession made pro tempore, as it were, 
while some new method is getting into working order. 
To take as an example the case of Wagner, such a suppo- 
sition would be inconsistent with the terms in which he 
has laid down some of the leading doctrines of the Eng- 
lish school,f and, which is more important, is also ex- 


*See the article, ‘‘Systematische Nationalékonomie,’’ by Adolph Wagner, 
in Jahrbiicher fiir Nationalikonomie, 1886, p. 245. A large part of this article 
will be found, translated, in the Appendix of this number. 

tIn the article just cited, p. 246, Wagner enumerates, as the weightiest 
points of the old ‘‘ Dogmatik,’’ the doctrine of the limitation of production 
from land and the theory of rent, the doctrine of population, the doctrine of the 
limitation of production by capital, and with it the wages-fund theory, with a 
few modifications. All these, he says, are held in substance by Cohn, Roscher, 
Schiiffle, and himself. On the Malthusian doctrine, see an important note in 
Wagner’s Volkswirthschaftslehre, i., p. 145. It is interesting to observe that, 
with respect to the wages-fund, Wagner’s approval is given to ‘‘ Mill’s older doc- 
trine,” and not to the restatement made and confuted by Mill himself in 1869. 
For Roscher’s position, see, inter alia, his Grundlagen der Nationalikonomie, 
§§ 149-156, 242, 243. Compare also Geschichte der Nationalikonomik in Deutsch- 
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cluded by his views as to the permanent function of the 
deductive method in economic investigation. Economic 
phenomena, in his opinion, are properly to be isolated by 
a hypothetical process, in order to determine their causal 
relations. ‘Only thus can they be rightly grasped and 
understood, and their connections and operative influ- 
ences investigated.”* Without examining more closely 
into the contrast which Wagner, as well as others, draws 
between the deductive and inductive methods, it is 
enough to note the fact that, in his judgment, both must 
be used, but in varying proportions. ‘The individuality 
of the particular investigator must determine that now 
one and now the other method shall be applied more or 
less than it is by other investigators. This does not in 
itself present any occasion for praise or blame, but only 
the proper or improper application of each method in the 
concrete case, and the worth or worthlessness of the re- 
sults secured by each investigator by the method which 
he uses.” + Holding this broad ground as to the legiti- 
mate application of both methods, Wagner appears to view 
with equal distrust, not to say contempt, the extreme 
“ Historigmus”’ of some who are commonly reckoned as 
of the same school with himself, and the mere abstract 
dogmatism of some representatives of the old economics. 


land, pp. 652, 909. In Schinberg’s Handbuch, it is noticeable that the article 
on the theoretically crucial subject of distribution (by Dr. Mithoff, of Dorpat) 
gives what would be called an orthodox discussion of the subject, for which 
Ricardo supplies a great part of the material. The wild talk, so often in- 
dulged in, about the ‘iron law of wages,’’ finds little support from this writer, 
and as little from Roscher, Wagner, and Cohn. 

*‘* Die Skonomischen Erscheinungen gehdren doch nur zu den socialen, sind 
aber nicht kurzweg die socialen. Sie miissen als etwas besonderes, wenn auch 
eng mit anderen zusammenhiingendes erkannt, daher eben doch, methodo- 
logisch richtig, zuniichst mdglichst isoliert werden, wenn auch auf Grund 
eines hypothetischen Verfahrens in Bezug auf die kausalen und kondition- 
ellen Momente, unter denen sie zu Stande kommen. Nur so kénnen sie 
richtig erfasst und verstanden werden. Als dann erst ist ihre Verbindung mit 
und ihre Beeinflussung durch andere soziale Momente zu erforschen.”’ Jahr- 
biicher, 1886, p. 200. And see also p. 226, 

t Jahrbiicher, 1886, p. 241. 
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Not by him, therefore, nor by the great writers of whom 
he may properly be taken as a leader and type, is counte- 
nance given to the pretension that a particular method in 
political economy is the scientific method, that its work 
alone is true investigation, or that upon its followers 
alone must rest the hope of the future. Some of Wag- 
ner’s warnings, indeed, as to the mischief threatened by 
a spirit of exclusiveness and by “ Verschulung” among 
scholars, seem to have been written with a side glance at 
tendencies visible in his own school in Germany and else- 
where. 

The “new departure” in political economy then, as 
illustrated by this typical case, consists at most in the ad- 
dition of historical inquiry to methods of investigation 
already in use. The extent of this addition, and its rela- 
tion to economic theory, ranges all the way from the co- 
pious use of history to illustrate theory — as in Roscher’s 
principal treatise—to the specific investigation of eco- 
nomic history, with the light afforded by long familiarity 
with economic reasoning, of which in English a brilliant 
example is given us by Thorold Rogers. But, after all, 
the difference between the old school and the new is 
essentially a difference of emphasis or of relative weight 
given to the historical side of the subject, and not a rad- 
ical change of method in arriving at economic truths. 
The movement by which historical inquiry is thus brought 
more or less into the foreground, according to the intel- 
lectual tendencies or the opportunities of the individual, 
is, no doubt, an important reaction against the opposite 
tendency, which had stopped the progress of political econ- 
omy, as we have seen. But such a movement can become 
a revolution only when the old method and its results are 
frankly abandoned, as is demanded by Schmoller and the 
most advanced section, in the expectation of reconstruct- 
ing the whole fabric of the science by a new process. 
That this reaction has a close affinity with the intellectual 
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movement which has given new life and meaning to the 
study of history and jurisprudence is undeniable. No 
doubt, the development of the industrial life of nations 
and of their economic institutions, and the causes which, 
in all that relates to material life, make one nation a 
different historical product from another, could have no 
complete exposition without the application of modern 
methods of research and comparative study. No doubt, 
too, the exposition of these subjects in the light of ascer- 
tained economic laws must be one of the conditions of the 
advance of social science and of wise legislation. All 
this, however, is far from carrying with it either the nec- 
essary unsettling of established doctrines, or the abandon- 
ment of the processes by which they have been established. 

There is another important subject, however, on which 
the new school of political economy is better agreed, and 
as to which it is understood to be in strong opposition to 
the old economists. This is the vast increase of the func- 
tions and activity of the State, now called for in so many 
quarters. The old political economy, it is declared, was 
“ atomistic,” and dealt only with individuals: that of the 
future must be social, and must take the given society, 
not the individuals composing that society, as its unit; 
society, as a conscious whole, has duties limited only 
by the possibility of actively advancing the general well- 
being of its members ; its powers are to be adapted to this 
end, and, if adapted, are the justifiable, the most effective, 
and the necessary means of social advancement.* A great 
and not easily definable extension of the activity of gov- 
ernment is thus contemplated. That there is a “law of 
increasing functions of government” may be an extreme 
opinion ; t+ but, at any rate, the old presumption in favor 

*This demand appears in most urgent and, as it seems to the writer, ques- 
tionable terms in Professor James’s declaration that the State “‘ must be con- 
tinually interfering [to promote and create industry]; otherwise, progress would 
stop, and retrogression set in.”” Science Economic Discussion, p. 43. 


tSee Ely, The Past and the Present of Political Economy, p. 52; and Wag- 
ner, Volkswirthschaftslehre, i., 308. 
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sive, although carefully studied, interference. 


economy of the new school. 


unfreedom.”” Handbuch, i., p. 48. 
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of individual freedom is at least obscured,* and for laissez 
faire is to be substituted a system of direct and perva- 


There is no 


doubt as to the loftiness of the ideal which such a system 
sets before the government of any modern State, or as to 
the qualities with which such a government must by some 
means be endowed, in order to approach this ideal. Such 
conceptions of centralized and all-sufficient power, we 
may add, are a natural effect both of imperialism and of 
democracy ; and, hence, at this juncture in the world’s his- 
tory, we have a set of the tide from opposite quarters, in 
favor of extending the functions of government, quite as 
marked as the doctrinaire tendency of the last generation 
towards non-interference. Whether the present flow is 
permanent, or is destined to be followed by an ebb, it is 
at present an active influence in large sections of exist- 
ing society, and gives a marked character to the political 


But to determine the relation of the new movement to 
the old political economy in this respect, requires some 
consideration of the place hitherto held by what is called 
the doctrine of laissez faire. There is plainly a broad dis- 
tinction between the assumption of non-interference as 
one of the conditions of a problem on which we are rea- 
soning, and a recognized principle or maxim that no inter- 
ference with individual choice, under such circumstances, 
is justifiable or expedient. To take the case in which 
interference is most familiar,—in the reasoning upon 
international trade and international values,—the prob- 
lem is to determine the mode of action of the reciprocal 
demands made by two trading countries. The reasoning 
must of necessity —in the first instance, at any rate — sup- 
pose the exchange to be free from any influences except 
those whose effect is under investigation; namely, the 


* See Dr. Schénberg’s language as to the decision between ‘‘freedom and 
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desires of the countries respectively to satisfy certain 
wants with the least effort, and the means of satisfaction 
offered by their respective industrial conditions and re- 
sources. To introduce the supposition of governmental 
interference by the levying of duties on the one side or 
the other, would obviously bring in a new element, not 
necessary to the essentials of the problem, and of infinitely 
variable action and intensity.’ The exclusion of such a 
supposition, however, carries no implication whatever as 
to the right or expediency of interfering; nor can the 
conclusions reached, after such exclusion, afford more than 
a part of the grounds on which to rest a judgment as to 
such right or expediency. And the distinction thus to 
be made in the reasoning as to international dealings 
holds good in the discussion of other leading topics. For 
example, in the discussion of domestic supply and de- 
mand and of price, it is assumed that the dealings are free 
from control or influence by any superior power; and, in 
discussing wages and profits, it is assumed that the com- 
petition of individual interests acts by itself. But, plainly, 
the question whether competition may be restricted by 
law or by combination, or should be free, must be an- 
swered by entirely independent reasoning. No answer is 
implied, or is approached, by that reasoning which merely 
seeks to ascertain the normal effects of the primary forces 
with which political economy has mainly occupied itself. 

It seems, then, that laissez faire is no part of the logical 
structure of the old economic doctrine. The most rigid 
Ricardian may accept it or reject it, and equally without 
derogation from his purity of doctrine. And, if we inquire 
into the opinions as to particular cases of governmental 
action held by some leading economists of the old school, 
we shall find among them a singular and often forgotten 
indifference to the doctrine so commonly associated with 
the system which they built up. Adam Smith, as is often ! 
recalled in a different connection, gave his sanction to 














22 QUARTERLY JOURNAL OF ECONOMICS 





interference in the two test cases of the navigation acts 
and of protective duties in certain cases. Malthus sup- 
ported the protective duties on British corn. Senior, deal- 
ing with such practical subjects as distress among the 
hand-loom weavers and the reform of the poor laws, 
reached conclusions and imade recommendations often 
entirely inconsistent with any idea of laissez faire. Even 
McCulloch, anxious to uphold the maxim pas trop gou- 
verner, still commended some legislation on factory labor, 
on the dwellings of the poor, and on employer’s liability. 
Mill, first or last, suggested legislation as the cure for 
pretty nearly every evil not deemed positively incurable. 
In every one of these cases,— and the list might be extended 
easily,— it is clear that the writer had no principle, as re- 
gards governmental interference, which could prevent his 
recommending it, if he thought the object aimed at im- 
portant enough, and the prospect of success good. And 
Cairnes finally went so far as to declare expressly that 
“the maxim of laissez faire has no scientific basis what- 
ever, but is at best a mere handy rule of practice, useful, 
perhaps, as a reminder to statesmen on which side the 
presumption lies in questions of industrial legislation, but 
totally destitute of all scientific authority,” or, as he said 
in another place, “a rule which must never for a moment 
be allowed to stand in the way of the candid consideration 
of any promising proposal of social or industrial reform.” * 

It is plain, in short, that, not only logically, but accord- 
ing to the practice of leading economists,} the maxim of 
laissez faire, whatever validity we assign to it, has to do 
only with the practical applications of economic reasoning, 
and has no place as a part of the reasoning itself. It be- 
longs in the same sphere with a great variety of other con- 

*See his essay on “‘ Political Economy and Laissez Faire,”” Essays in Politi- 


cal Economy, p. 244. 
t But, for a highly fanciful statement of laissez faire as an integral part of 
the deductive political economy, see M. Laveleye’s article, Revue des Deux 


Mondes, July, 1875, p. 447. 
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siderations, which must be weighed by the legislator and 
by the economist when he considers legislative proposi- 
tions, but which do not affect those relations of cause and 
effect known as economic laws. It is no doubt true that, 
for various reasons, the great majority of economists of the 
deductive school have in fact given so much effect to the 
maxim as to recognize a presumption in favor of non-inter- 
ference, to be set aside only for strong reasons. In the 
familiar case of protective customs duties, it is no doubt 
true that their conclusions in favor of freedom have often 
rested upon such broad ground as to account for, if not jus- 
tify, the common belief that a general doctrine of Jlatssez 
faire lies at the foundation of the deductive political econ- 
omy. Still, it is with perfect ease, and with no sense of 
logical inconsistency, that the German writers already no- 
ticed can adopt the most critical points of doctrine from 
the English school, and yet demand an increase of the 
State’s activity, without apparent limit. 

But behind this practical tendency in favor of a more 
effective use of the authority of the State, lies what seems 
to be regarded as the chief theoretical characteristic of the 
new movement, “the reunion of ethics with political 
economy.” The power of society is to be directed by a 
keen sense of “duties, scientifically defined and recognized. 
The obligation to consider other and higher aims than the 
mere enriching of the community, the duty of treating 
the laborer as something more than a certain amount of 
energy to be made effective by the administration of cer- 
tain doses of capital, the constraint of Christian brother- 
hood, are to be enforced as a part of the teachings of po- 
litical economy. And thus, it is declared, a new life is to 
be given to a science which has hitherto regarded man as 
living by bread alone. Without wasting time upon a 
needless defence of the older political economy, against 
charges certainly not based upon any real examination of 
the uses to which economic truth has been held to be 
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applicable, it must be remarked that a good deal of the 
current talk of an ethical political economy appears to 
contemplate merely the infusion of emotion into econom- 
ics. But, after all, can there be any doubt that even the 
most generous emotions must find their place, not in rea- 
soning, but in the use of the results of reasoning? Is 
there any doubt that our sympathy with the aspirations 
of the working classes in their centuries of effort, or our 
zeal for whatever shall bring the masses of society into the 
full light and warmth of modern civilization, is and must 
always be altogether foreign to the question as to the 
causes which determine wages? Both in the pulpit and in 
the press, it sometimes seems to be assumed that really 
humane economists may be expected to avoid any conclu- 
sions which unpleasantly recognize the persistence of moral 
as well as physical evil. But, surely, there is no need of 
arguing that humanity and generosity, or their opposites, 
are not to be predicated of a string of syllogisms. And it 
is hardly more necessary to point out that even the en- 
lightened conscience must find its place for action after 
reason has determined the conditions under which it is 
obliged to act. In short, the question what ought to be, 
or what we wish, must be kept clear from the question 
what is, if we wish for any trustworthy answer to either. 
\, Bastiat is a good example of what befalls an economist 
who permits his aspirations for great ethical and social 
aims to mix with his reasoning; and, in his case, we have, 
as the result, a set of harmonies which, it seems to be 
agreed on all sides, are admirable in every respect except 
consonance with fact. 

So far, then, as relates to the determination of economic 
truth, we may be certain that the greater weight promised 
to ethical considerations by the new school will have no 
effect. It will continue to be necessary in this as in 
every other department of investigation, that the investi- 
gator should proceed with a single eye to the truth, and 
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that reason alone should guide his inquiry as to scientific 
law,—in short, that the logical process should be logical, 
leaving to the emotions, conscience, and the higher law 


_ their own field of activity at another stage. It was a 


shock to Mr. Carey’s sensibilities to find Senior declaring 
it the economist’s duty to allow “neither sympathy with 
indigence nor disgust at profusion and avarice, neither 
reverence for existing institutions nor detestation of ex- 
isting abuses, neither love of popularity nor of paradox 
nor of system, to deter him from stating what he believes 
to be the facts, nor from drawing from those facts what 
he believes to be the legitimate conclusion.” * But, doubt- 
less, even Mr. Carey would have found it difficult to pre- 
sent any other hopeful or even possible basis for scientific 
discussion. As little can the historical school, if it is to 
do any permanent work, allow either generous aspirations 
or social duties to interpose their influences, except in 
their due place. 

That such an influence has its due place before eco- 
nomic results are applied in practice, is not a matter of 
serious dispute; and the whole question of the relation 
of ethics to political economy resolves itself, therefore, as 
was pointed out in the earlier part of this article, into 
a bare question of classification. Shall our nomenclature 
be such as to make the term political economy include 
the ethical sphere or not? To the present writer, the 
strict limitation of the term appears to be the preferable, 
as it has been the common, usage. But whether this 
usage is retained or not can make no difference as to 
the course really to be followed. However our classifi- 
cation may divide or group the topics relating to this 

*Carey’s Social Science, i., p. 196. 

t The extreme advocates of laissez faire are sometimes spoken of with a mis- 
placed note of reprobation, as if they denied the existence of all moral con- 
siderations in connection with any question touching wealth; but clearly 
there is no necessary inconsistency between a full recognition of the moral 


aspect of a subject and disbelief in the right or power of government to act 
upon it. 
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order of thought, the process adopted for the elucidation 
of scientific law must of logical necessity be kept free 
from ethical considerations; and‘ these considerations 
must, by equally stringent necessity, be taken into 
account finally among the grounds of action. “But, if 
the science is only to consider what is and not what ought 
to be,” complains Laveleye, “it can neither propose nor 
pursue any ideal.” To which, it must be rejoined that 
the business of a science is not to propose or pursue 
ideals, but to ascertain truths,—a work which ought not 
to be perturbed by aspirations any more than by any 
other form of ‘prepossession. And, as truths once ascer- 
tained are to be used in due place and season, it is easy 
to see that the great aim, the advancement of society, is 
not set at risk by the strict regard paid to the definition 
of a science, as M. Laveleye seems to apprehend. 

The new movement, then, on the whole, although repre- 
sented by impassioned advocates as a revolution which 
is to sweep the ground clear and give the world a new 
political economy, is, in fact, a development of the ex- 
isting science, under the influence of a strong reaction 
against tendencies which had prematurely checked its 
advance. So far as this development is historical in char- 
acter, it means a fresh impulse given to the study of the 
social fabric, past and present, in its origin and its results, 
but not at present the adoption of any new method of 
investigation, even if, in dealing with this subject-matter, 
any real change of method is practicable,—a point which 
may at least be held in reserve until further proof. And, 
so far as the new development is social or ethical, it means 
an increase of weight given to obligations which have 
been ignored oftener than denied, and the consideration 
of which can neither supersede nor control any reasoning, 
deserving the name of scientific, upon economic questions. 
The importance of the movement, even in this view of its 
scope, as tending to direct the attention of the economic 
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world, for the present generation at least, to new problems, 
and perhaps to revive its interest in topics too easily neg- 
lected, can hardly be overrated. But this new direction 
of thought is, after all, not the absolute break of continuity 
so often proclaimed. 

It is to be said, too, that such a movement as the present 
need not be regarded with a jealous eye, by those of us 
who still believe that the method of Ricardo and Mill and 
Cairnes is the best and even the only sure method, for 
threading the way through the mazes of conflicting mo- 
tives which underlie economic phenomena. Even the 
excessive cultivation of fields heretofore neglected must 
be viewed by the adherents of the deductive school as 
not only natural, but hopeful. They will not deny that 
the current political economy needs to be brought into 
closer relation to the life of to-day; and, whatever else 
the reaction may succeed or fail in doing, it will cer- 
tainly compel all economists to carry their researches , 
deeper into actual phenomena. Moreover, so long as 
the investigation of truth, by whatever means, is the 
guiding purpose of the movement, its result must be the 
accumulation of material, rich and varied, to be brought 
ultimately into the service of science. And, even if dog- 
matism and the growing arrogance of a school secure the 
sway and wreck the possible career of the new economics, 
the old will at least have undergone a salutary discipline 
and received a new impulse. 

CHARLES F. DUNBAR. 














PRIVATE MONOPOLIES AND PUBLIC RIGHTS. 


THERE is nothing which the average citizen distrusts 
and fears so much as the power of great corporations. 
Nor is this distrust without foundation. Such corpora- 
tions, in many instances, have a virtual monopoly in their 
own line of business, which is at variance with all our 
theories of industrial freedom. Even where competition 
is physically possible, it is often practically impossible. 
The large concern has such an advantage over the smaller 
ones that a competitive strife, however desperate, can 
only result in a combination more extensive than ever. 

The attempts to remedy this state of things by direct 
legislation are usually of little avail. Where large man- 
agement is more economical and productive than small 
management, we shall find large concerns or none at all. 
Business, even in those lines where there is partial mo- 
nopoly, is carried on with too narrow a margin of profit 
to endure any but the most economical methods. To 
control the abuses without destroying the industries is 
a matter of the utmost difficulty. 

Fortunately, we are not quite without hints as to the 
direction which such control is likely to take. These 
hints are to be derived from a study of the history of 
transportation service and transportation law. It was here 
that the monopoly of large concerns developed itself most 
sharply ; it was here that legislators, after unsuccessfully 
fighting the tendency, first came to recognize it as inevi- 
table; it is here that there have been the most costly, but 
at the same time most fruitful, experiments in legislative 
control. These things were well worth studying, when 
railroad history was supposed to stand by itself and to 
involve an exception to the general laws of trade; but 
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they have become far more important, now that those 
tendencies which are most clearly marked in the case 
of railroads are beginning to act with increasing vigor 
in other lines of business. The history of transportation 
law has constituted an exception to the general laws of 
the past, but it may not improbably constitute an indica- 
tion as to the general laws of the future. 

The earlier traditions of transportation law were quite 
clear. The highway and the carrier were sharply distin- 
guished. The highway, whether road or river, would 
have constituted a natural monopoly, if it had been made 
the subject of private ownership. This was avoided by 
not allowing it to become private property at all, but 
keeping it under the control of public authorities. On 
the other hand, the business of the carrier was not, in 
times past, easily monopolized. Where each man could 
place his own wagon on the road or his own boat on the 
water, competition was the simplest and most natural 
thing in the world, and could generally be relied upon 
as the most effective means to secure fair and reasonable 
charges. Free use of public highways and free competi- 
tion of private carriers were the principles on which the 
traditional law was based. 

The theory was simple; and, as long as the facts were 
equally simple, it served its purpose extremely well. 
Unfortunately, the facts outgrew the theory. 

In the first place, there were some departments of 
transportation, where an extensive and highly organized 
service was a necessity, and where free competition of 
different carriers was practically impossible. The postal 
service was the earliest instance. Efficient letter carriage 
could only be secured by a monopoly. This was gen- 
erally recognized at least two hundred years ago. In 
France, it was directly managed by the government. In 
Germany and even in England, it was for some time 
left in private hands; but, in all cases, organized monop- 
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oly was substituted for the traditional system of free 
competition. And the same thing occurred in some de- 
partments of foreign trade. The East India merchant 
shipping required strong organization, beyond the reach 
of any individual trader. The result was that monopolies 
of the most stringent character were granted, both in 
Holland and in England, with privileges so strong that 
they continued in force long after the necessity for them 
had ceased. 

In the second place, the demand for better highways 
made them so expensive that it was impossible to keep 
up the old theory of free public use. When the highway 
was mainly natural, and could be constructed and main- 
tained without much expense, this was the proper theory ; 
but, when much money had to be spent for turnpikes, 
canals, or wharves, it brought an intolerable burden upon 
the tax-payers, and one which they were quite unwilling 
to bear. France, indeed, created a national system of 
roads and canals at State expense, but it gave rise to 
deep-seated popular grievances; while England and 
America were forced to depend mainly upon private 
enterprise for the necessary improvements. Each im- 
provement in transportation rendered a large permanent 
investment of capital necessary. Every such investment 
afforded private capital the chance to acquire new rights 
over the highway. The governments in England and 
America, as a rule, dared neither to lead nor to resist the 
march of improvement. They were obliged to entrust it 
to private enterprise, as the only available middle course. 

Finally, the invention of the railroad and the telegraph 
subjected the legal theory to a far greater strain than 
ever. In each of these cases, the necessity for an organ- 
ized service was obvious. In each of them, a large per- 
manent investment was required. But the main point 
was that, both in railroad and telegraph service, it was an 
obvious advantage, if not a necessity, to have the line and 
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the business owned and controlled by the same head. 
The law was thus brought face to face with a most per- 
plexing problem. It had hitherto regarded the highway 
and the carrier as at least theoretically distinct, and sub- 
ject to diametrically opposite principles. The highway 
had been public, the carrier’s business private. The 
former was a natural monopoly: the latter was legally 
subject to free competition. No middle ground seemed 
to exist. But the railroad was at once highway and 
carrier ; and hence arose a serious conflict, whose succes- 
sive phases mark distinct periods in the history of railroad 
legislation. 

There are four different ways in which attempts have 
been made to solve the difficulty : — 

1. By keeping the highway and the carrier distinct, in 
spite of physical and industrial difficulties. 

2. By assimilating the legal position of the carrier to 
that of the highway, giving a monopoly of railroad busi- 
ness to the State. 

8. By assimilating the legal position of the highway to 
that of the carrier, trusting to the free competition of 
parallel] railroads in private hands. 

4. By abandoning some of the legal traditions alto- 
gether, admitting the failure of competition and the 
necessity of monopoly in certain cases, but reserving to 
the community important rights of control over such 
monopolies. 

The first of these plans was most resolutely tried in 
England. It was so thoroughly in harmony with com- 
mon law traditions that the English were loath to relin- 
quish it. The early charters were framed on the supposi- 
tion that it would be carried out as a matter of course. 
They provided accurately the schedule of rates of toll at 
which outsiders would be allowed to use the line. The first 
parliamentary investigations carefully considered why the 
system did not work, and whether it could not be made 
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to work. As late as 1853 there was an obvious desire to 
see competition of different carriers on the same line. In 
the testimony of 1865-67, it is spoken of with obvious 
regret as a thing which would be desirable, had not 
experience proved its impossibility. In 1872, it is looked 
at as a mere matter of past history. In the recent investi- 
gations of 1881-82, it was hardly mentioned. 

The attempt to secure competition of different carriers 
on the same line was not confined to England. The idea 
had found expression in some of the earliest Prussian 
charters, and it has never been quite without advocates 
in Germany and Austria. Twelve years ago, just as it 
had been thoroughly abandoned in England, it began to 
be most actively discussed in Germany. At three succes- 
sive congresses of German economists, it was the all- 
absorbing topic. Books were written to prove it practi- 
cable as well as desirable, but little or nothing was 
actually accomplished. Hardly has this discussion come 
to an end, when the subject is reopened in the United 
States by the appearance of Mr. Hudson’s work, The 
Railways and the Republic, in which this plan is warmly 
advocated. But the fact that it has been so much dis- 
cussed and so much desired makes its failure all the more 
conspicuous. The same reason which had made it fail in 
the past is sure to make it fail in the future. The rail- 
roads themselves can always carry much cheaper than can 
be done by any outside party. They can profitably carry 
a great many goods at rates which seem to be less than 
cost. The cost of railroad service consists of two ele- 
ments: fixed charges, such as interest and maintenance, 
on the one hand; and transportation expenses, in the 
narrower sense, on the other hand. The theory of tolls 
contemplates that the toll should cover the fixed charges, 
and that the carrier’s rate should pay the transportation 
expenses. The carriers, as distinct from the railroad com- 
pany, can therefore charge no rate which will not cover 
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transportation expenses plus a fixed toll for the use of the 
track. But the railroad itself can go much lower than 
this. To secure traffic which it could not otherwise get, 
it can forego a part of its toll. Anything above mere 
transportation expenses is so much clear profit for the 
railroad, if it thereby secures an extension of its business 
which cannot be obtained on any other terms. This is 
the chief motive which has asked to secure the great re- 
duction in the rates in recent years. Badly as it may 
work in individual cases, its general effect is good. It 
has made long distance transportation of cheap goods 
possible. A fixed toll would raise rates so high as to stop 
a large part of the existing traffic in coal, in lumber, and 
even in wheat. Nor can the difficulty be met by allowing 
a periodical revision of tolls by the legislature. No man 
would wish to invest money in railroad building, subject 
to such liabilities. No existing railroad would care to 
extend its business, when it would thus lose all fruit from 
its gains. Railroad enterprise, both in construction and 
in management, would be almost destroyed. 

When the union of road and carrier was found to be 
inevitable, the first impulse of most governments was to 
unite the two under the hands of the State. Financial or 
industrial reasons hastened this consummation in some 
places, and retarded it in others; but the final result in 
a large part of the world was State ownership. The rail- 
road (and the telegraph) was brought into as complete 
public ownership as the old roads or canals. Only, 
the tax for their maintenance was drawn largely from the 
shippers of goods rather than the general public. Of the 
effects of this system of public monopoly, we have no room 
to speak in detail. 

In England and the United} States, on the contrary, 
precisely the opposite course was pursued. Instead of 
assimilating the position of the carrier}to that of the high- 
way, they tried to assimilate the highway to the carrier. 
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Competing carriers on the same highway were impossible ; 
then let us have competing carriers on competing high- 
ways. Such was the idea which lay at the foundation of 
the parallel railroad charters of England and of the gen- 
eral laws which encouraged indiscriminate railroad build- 
ing in America. Competition was supposed to be so good 
a thing that the more you had of it, the better. Unfortu- 
nately, the facts did not always confirm this view. The 
English faith in it was shaken by the crisis of 1847. The 
American belief in it lasted longer; but the successive 
experiences of 1857-59, 1873-77, and 1884-85, have at 
last convinced the public that railroad competition is not 
an unmixed good, and that there are a great many things 
which it cannot be trusted to do. 

The system of competing highways is subject to at least 
three distinct drawbacks : — 

1. There are a great many cases where such competition 
is physically impossible. The route first laid out is often 
distinctly the best, and sometimes the only available one. 
Even where a parallel road can actually be built, it finds 
it hard to secure terminal facilities which will place it on 
a level with its rival. 

2. The building of a parallel road involves waste to the 
investor. There are very few roads which could not ad- 
vantageously handle a much larger traffic than they at 
present enjoy. If you attempt to do this on two lines 
instead of one, it is just so much waste. This considera- 
tion is so strong that points with moderate traffic can 
hardly expect to have more than one road, so that the 
theory of competing highways is never fully realized in 
practice. 

8. In those cases where it is realized, the loss to the 
investor is not compensated by any corresponding gain to 
the shipper,— rather the reverse. 

Railroad competition, where it acts at all, acts with 
such intensity as to bring rates down far below cost of 
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service. Nor is this due to any special recklessness on 
the part of railroad managers. It is due to the operation 
of general economic laws. Fixed charges must be disre- 
garded in railroad competition, for exactly the same rea- 
son that rent cannot be taken into account in fixing the 
price of produce. Ifa farmer is threatened with the loss 
of his market, it is better for him to sell his wheat at the 
very slightest margin above actual cost of growing the 
crop, even if it will not pay its share of the rent or inter- 
est charges on his land. And, in like manner, if a rail- 
road is threatened with the loss of part of its traffic, it is 
better to reduce rates almost to the level of operating 
expenses, even if this leaves nothing for interest and 
repairs. 

So far, the two cases are alike. But railroad competi- 
tion is more disastrous than agricultural competition, 
because it is not subject to the law of the diminishing 
return. That is, if either railroad increases its traffic at 
the expense of the other, it often handles the added traffic 
at better and better advantage the more it gets. There 
is thus no direct limit to this cut-throat competition. 
Even where it involves the most serious losses to both 
parties, it will involve a worse loss for either of them to 
stop, while the other goes on; for most of the fixed 
charges will continue, while the other road gets the whole 
competitive business. It is an established fact that, where 
railroad competition is really active, it leaves nothing to 
pay fixed charges. 

If such competition acts at comparatively few points, as 
is usually the case, the fixed charges will be paid from 
local traffic which does not have the benefit of competi- 
tion. If there is competition all along the line, as in the 
case of the New York Central and West Shore Railroads, 
there will be little or nothing to pay fixed charges. This 
means ruin to the investor. If it exists on a large scale, 
it means a commercial crisis, like that of 1884 in America, 
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or that of 1847 in England. Now, such a state of things 
cannot continue indefinitely. It must end in consolida- 
tion, followed by a restoration of prices to a non-competi- 
tive figure. 

Under these circumstances, the shippers, as a body, 
receive little or no advantage to offset the loss which 
competition causes to the investor. If it acts at a few 
points only, it causes enormous local differences or dis- 
criminations. If it acts at all points, it produces a scale 
of charges too low to be permanent, thus involving great 
fluctuations from one month to another. Now, it is well 
established that equality and steadiness of rates are more 
important to the business community than mere low aver- 
age charges. The attempt to secure the latter by compe- 
tition renders the attainment of the former impossible. 
The benefits of competition too often accrue to a few 
speculators, who, in the general fluctuations, manage to 
secure the very lowest rates, and leave less shrewd or 
unscrupulous rivals relatively the worst off, even when 
their actual freight charges are lowest. 

The attempt to assimilate the highway to the position 
of the carrier thus proved a distinct failure. Competition 
between different highways could not be relied on to pre- 
vent abuses. In many cases, it was impossible. In 
others, it was so ruinous as to be inevitably followed by 
consolidation. In others, it actually fostered abuses 
instead of checking them. It was not without its advan- 
tages. It had produced rapid development and low aver- 
age charges. But it had not done the work of protecting 
the individual shipper. 

And it was precisely on this ground that a new princi- 
ple of regulation grew up. The decision of the United 
States Supreme Court in the Granger Cases was to some 
extent a breach with the older traditions. It was justified 
by the logic of facts rather than by legal precedents. 
Railroads and elevators had ceased to be in fact what they 
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were in theory. In theory, they were regulated by free 
competition. In fact, they were monopolies. And this 
fact created a necessity for regulation, which made wel- 
come the explicit statement of the right to regulate, in 
spite of the somewhat vague terms in which that right 
was defined and justified. 

The establishment of the right to regulate is a very 
different thing from the establishment of the proper 
method of regulation. The latter can only be tested by 
experiment. The decision of the court might readily 
open the way for methods which should prove disastrous 
to all concerned. In fact, the system of direct regulation 
of monopoly charges, which gave rise to the Granger 
Cases themselves, proved so bad in its first consequences 
that it was being gradually abandoned at the very moment 
when the right to apply it was put beyond all question by 
the decision quoted. 

It is extremely difficult for a State authority to attempt 
to fix rates to advantage. If they are placed too high, 
they are inoperative. If they are placed too low, they 
check railroad development in such a way as to do un- 
bounded harm. This was the trouble with the Granger 
legislation, and constituted the reason why the men who 
had passed it, in so many cases, found themselves forced 
to repeal it. Experience proves that even on a State- 
owned railroad much latitude must be allowed to rail- 
road managers. The Prussian government, after years 
of experience, has established a careful tariff of charges; 
yet three-fifths of the traffic of these State roads them- 
selves is carried at rates different from what the tariff 
prescribes. 

The necessity of competing in the markets of the world 
controls the general scale of railroad charges far more 
efficiently than any schedule can do. The evil to be 
guarded against is the specific abuses of power against a 
greater or lesser number of individual shippers. And this 
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is best done by enforcing equality of treatment, leaving 
the absolute charge at the discretion of the railroad man- 
ager. How far this enforced equality should be carried is 
a practical question which has not yet been settled. It 
unquestionably should be made to prevent all merely per- 
sonal discrimination ; that is to say, equality of treatment 
should be secured to all persons under substantially like 
circumstances. But how far it should be made to prevent 
local differences or inequalities of classification can only 
be decided by long experience. 

It is a good sign that recent laws and decisions have 
brought the principle of equality more and more sharply 
into the foreground. But there is another means of rail- 
road regulation which must go hand in hand with it, and 
which, in its practical results, is even more important,— 
publicity of railroad management. The worst abuses of 
railroad power have been perpetrated for the benefit of 
inside rings, and have been no less injurious to the stock- 
holders than to the general public. It is rare that the 
permanent interests of the investors seriously diverge 
from those of the shippers. The investor wants good 
dividends; but he also wants to have business flourish 
along his line, which can only be secured by giving rea- 
sonable rates. The shipper wants low rates; but he also 
wants the railroad to increase its facilities, and this is 
only possible when it pays to do so. In the long run, 
these two things agree pretty well; but where the road is 
under the management of an inside ring, whose interest is 
distinct from that of the stockholders and shippers both, 
the permanent interests are almost always sacrificed. 
Nothing prevents this sacrifice so well as enforced public- 
ity of management. 

And, on the other hand, nothing so surely sacrifices the 
permanent interests of all parties as does the spasmodic 
attempt to enforce competition. Acting in the irregular 
manner already noticed, its aid is almost always greatest 
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to the strongest shipper. It produces fluctuations of 
which inside rings are in the best position to take advan- 
tage. It is far oftener used as a means of speculation 
than of legitimate business. As long as this was the 
main principle relied on for the control of railroad 
charges, there was some plausibility in enforcing it. But 
to-day, when the fact of monopoly is recognized, we may 
as well get such advantages as it affords. A strong road 
or combination of roads is, in every respect, better to deal 
with than a weak one. It is easier to hold it responsible. 
It is far easier to make it pursue a far-sighted policy. 
The management of a bankrupt road has no permanent 
interests. It lives for the day only. By encouraging the 
competition of bankrupt roads, you simply pull down the 
strong roads, and force them also to live for the day, and 
sacrifice their permanent interests. It is a case where the 
policy of the whole body of competitors is regulated by 
the practice of the worst individual. Here, again, the 
change in the attitude of some of the courts is an encour- 
aging sign. We have been late in recognizing the facts. 
France, Germany, and even England have been years in 
advance of us in this matter. But, at last, we are coming 
to see that, where responsibility and equality of treatment 
can only be secured by combination, regulated combina- 
tion is better than irresponsible competition. 

Such is the direction which railroad regulation in the 
United States is to-day taking. But the significance of 
these facts extends beyond the limits of railroad business. 
It is by no means improbable that this represents the 
direction which all industrial legislation must take in the 
immediate future. 

The irregular and imperfect action of competition is 
most marked in the case of railroads, but the same gen- 
eral state of things exists in almost all industries with 
large permanent investment. In any such industry, there 
are certain general expenses which remain, to some extent, 
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the same, whether the business increases or diminishes. 
When a factory is well established, the cost of extending 
its production is comparatively slight; and it is worth 
while to make very low prices for the sake of securing 
additional markets. Such an industry is subject to what 
Prof. H. C. Adams calls the law of the increasing return, 
which gives the large producer the advantage. A large 
concern striving to extend its business can do so more 
economically than a producer who would like to go into 
business in a small way. The large establishment can 
crush out the small ones. Where two large concerns are 
both striving to extend their business, it may result in 
temporarily forcing prices down below cost. As in a 
railroad war, prices are determined without reference to 
fixed charges. The question is not at what rate it will 
pay to do your own business, but at what rate it will pay 
to steal another’s business. But, with factories as well as 
with railroads, such competition ends in combination. It 
cannot exist indefinitely without ruin to the investor. 
Thus we have enormous fluctuations in price, to which we 
have become so accustomed that we consider them part 
of the law of nature. First, a period of commercial de- 
pression, when prices are so low as not to pay interest on 
the investment; then, a period where they are fixed at 
monopoly rates, which tempt large investments of new 
capital, and lead to a new period of cut-throat competi- 
tion. But, with each change, the chance for the small in- 
dependent business man is less. If the competition does 
not crush him down, the combination swallows him up. 
This monopoly, due to the advantages of large organi- 
zations of capital, is characteristic of the present day. 
Legal monopolies, created by law, are largely a thing of 
the past. Natural monopolies, like that of land owner- 
ship, are still important; but they are not the matter of 
supreme importance in productive industry any more 
than in transportation. The writings of Henry George 
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have led to an exaggerated estimate of the practical ef- 
fects of land monopoly. In a recent discussion between 
Mr. George and Mr. Hyndman, the leader of the English 
socialists, the latter showed with great force how little 
change would be actually made by the nationalization of 
the land, if capital organization remained as it now is. 
The chance given to the small producer by access to the 
land would be very slight, so long as the possession of 
large capital gave a chance for so much more economical 
use of power as to constitute a de facto monopoly. 

George’s theory of public land and private capital 
corresponds closely to the old transportation theory of 
public highways and private carriers. And Hyndman 
has shown that this is no more possible in highly organ- 
ized productive industry than in highly organized trans- 
portation; that the control of the capital gives virtual 
control of the business, howsoever the land is held. 
While George chooses the first of our four alternatives, 
Hyndman chooses the second, and would have consistent 
socialism in production as well as transportation. 

The majority of men in all ranks are still trying to 
carry out the third alternative,—private ownership in 
land and capital, and free competition at the same time; 
but they are gradually learning that in those lines of 
industry which involve large capital, under concentrated 
management, the old theory of free competition is as 
untenable as it was in the case of railroads. That a great 
deal of our productive industry is thus monopolized 
hardly admits of doubt. The cases of the Standard Oil 
Company and of the various coal combinations are noto- 
rious. The history of the steel rail business, though less 
widely known, is in some respects even more striking. 
But there is no need of multiplying individual instances. 
Mr. H. D. Lloyd has filled page after page with their 
enumeration, and yet has by no means exhausted the 
subject for America; while, in Europe, such combinations 
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have even assumed international importance. The diffi- 
culty is not so much to find where combination exists 
as where it does not exist. 

The monopoly due to concentration of manufacturing 
capital is most strongly felt by the employés. The rela- 
tion of a factory to its employés is in many respects 
closely parallel with that of a railroad to its shippers. It 
is powerless against them as a body: it is all-powerful 
against them individually. The laws regulating contracts 
between manufacturers and employés have developed on 
the same general lines and for the same general reasons 
as the laws regulating contracts between carriers and 
shippers. Organizations of laborers and organizations of 
shippers have many points in common. The Granger 
movement finds its counterpart industrially and _politi- 
cally in the Knights of Labor. The movement for fac- 
tory regulation to-day is the natural successor to the 
movement for railroad regulation fifteen years ago. 

The significance of the Granger Cases in this connec- 
tion is that they confer the right to regulate any such 
monopoly, if it can be shown to be a matter of “ public 
use.” In the upper Mississippi Valley, the railroads had 
had no legal monopoly and little natural monopoly. 
They had received certain privileges, under the general 
laws of the State; but it was not on those privileges that 
the right of railroad regulation was based. It was be- 
cause the railroad was a monopoly, in the same way that 
many factories are now monopolies, that the demand for 
regulation arose. This demand having once arisen, a 
principle was found to justify it, which is broad enough 
to cover a great many cases not originally foreseen. The 
definition of a public use was extremely vague; but the 
monopoly character, due to the organization of modern 
industry, seems to have been the distinguishing ground 
on which the court applied the term to the business of 
the Chicago elevators. In the only place in the whole 
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decision where there is anything like an attempt to de- 
scribe in general terms cases where public use exists, 
they are spoken of as cases of “virtual monopoly.” And, 
should a serious exigency arise, it is not likely that the 
wide door here thrown open would remain unused. 

In this matter, as in the matter of railroads, the exist- 
ence of the right to regulate by no means settles the 
question, What methods of regulation may be possible or 
desirable? The socialists, on the mere statement of the 
case, demand State ownership; but, to any one who is 
familiar with the abuses of State-owned monopolies, there 
is not even a prima facie ground for such an inference. 
Nor have we many data for determining what form of 
positive action is likely to be most successful. The lesson 
which we can draw from this analogy between factories 
and railroads is largely a negative one. It simply proves 
the weakness of the position of those who insist that such 
large producers have no public responsibilities, and are 
subject to no public regulation, except by the law of 
competition. 

There is a danger to the community involved in the 
position taken by some of the manufacturers on this point. 
They claim the right to manage their own private business 
in their own way, and resent any efforts to secure public- 
ity as an unwarrantable interference. Yet serious dangers 
arise to the community from the exaggerated importance 
of business secrets. There is no doubt that the great 
majority of people believe in the existence of a large fund 
of manufacturers’ profits. These think that wages are 
unnecessarily low, that there is an immense surplus di- 
vided among the stockholders, which would put the wage- 
earners on a totally different level, if it were divided 
among them. Now, it is easy to show that this is not 
true in the aggregate. But it is hard to make the work- 
men believe it, as long as the firm for which they work 
practises secrecy in this respect. 
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There was a time when railroads_resented any attempt 
to secure publicity as strenuously as manufacturing cor- 
porations would to-day. Yet, when such publicity was 
enforced, it was found to act asa protection instead of a 
harm to the legitimate interests of the property. The 
combination of secrecy and irresponsibility with limited 
liability opened the way for frauds upon the property 
owners quite as much as upon the general public. It may 
be that the history of the railroad business will repeat 
itself in other industries. If regulation by public opinion 
and carefully enforced responsibility is resisted, there 
is danger of something far more stringent and sweeping. 
A monopoly, whatever its legal or industrial position, is 
in danger from sudden movements of public feeling. If it 
is afraid of enlightening public opinion on what it does, it 
may well be much more afraid of the risk of facing an out- 
break of unenlightened public sentiment. 

The history of railroad legislation in the United States 
presents three successive phases. First, an attempt to 
enforce really active competition and discourage consoli- 
dation. This ended in failure. Second, an attempt on 
the part of the shippers to dictate terms to the railroad. 
This ended in a failure much more disastrous than the 
first. Third, a scheme of regulation under which the 
necessity for combination was at least tacitly admitted, 
but where the combinations were held to a larger degree 
of publicity and responsibility than before. In factory 
laws, we have not yet advanced so far. It is by no means 
certain that we shall ever advance so far. But we are 
past the illusions of the first stage, and labor organiza- 
tion has brought us face to face with the dangers of the 
second stage. We cannot stay where we are. It is not 
likely that we shall take a step backward. It may well 
be the case that the history of railroad regulation shows 
us the direction of our next step forward. 


ArTHUR T. HADLEY. 

















SILVER BEFORE CONGRESS IN 1886. 


THE Silver Question before the Congress of the United 
States in 1886 can be no more than one brief scene in the 
drama orzchapter in the history of monetary policy, and 
of course can be fully and clearly understood only in its 
relation to past and future. Having the near future nec- 
essarily in view,—for the silver question is still before 
Congress in 1886,— and desiring to contribute, so far as 
my force may go, to that grasp of the controlling points 
of the situation}which is needed for speedy action, as well 
as to satisfy a more scientific interest, I have hoped to 
attain each of these ends in some useful measure by limit- 
ing my survey to the dominant aspects of the question, 
and by offering both retrospect and forecast in connection 
with the nearer field of view, all of course in outline. 

This course is open to the objection that the demands 
made upon the reader are both extensive and vague. I 
must place much reliance on the reader’s familiarity with 
monetary literatureJandjmonetary history; and, in some 
instances, this trust must cover wide fields in a region 
which enjoys a not undeserved reputation for impene- 
trability, a wilderness of the Inferno, 

“Selva selvaggia ed aspra e forte,” 
which lacks its poet, if not its seer. 

I know not how to meet this difficulty except by stat- 
ing that what is said in the following pages I am “ ready 
to make appear,” and to that end, in any practicable 
manner, am at the reader’s service. 


I. 


With the cessation of purchase of bullion for coinage 
in France, in 1876,—a countermove to the attempted 
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sale of Germany’s stock of silver coin,— the operation of 
the “bimetallic union” was definitely suspended, and the 
occidental world stood ranged side by side with England 
in monetary policy. But the situation was necessarily a 
provisional one. What was to be done next? With this 
query, the world found itself face to face with the silver 
question. 

To one who will take the trouble to engage in strenu- 
ous meditation on the relation of the precious metals 
to the economic life of modern man, the peculiar char- 
acter of the outlawry of silver will, I think, quite clearly 
reveal itself. With his infinity of needs and desires, 
whose satisfactions must be subdivided and localized so 
as to attend his course in space and time, man becomes 
more and more an exchanging animal, and, hence, more 
and more an appraising animal. From a breakfast to 
an earthquake, he sees things through the medium of 
price; and for his economic life, from birth to death, 
money, accounts, payments, and valuations, binding to- 
gether future and past, are like earth and air for physical 
life. By force of man’s law, silver and gold — metals 
rare in the earth’s crust, but in man’s hands abundant, 
in comparison, beyond all other commodities, being the 
cumulative heritage of ages — were intrinsic money; and 
they alone held that place. The privilege thus accorded 
was subject to some local restrictions of custom or law, 
but all these were of trivial effect. There was just so 
much of this metal in men’s hands, and this stock was 
slowly being re-enforced from the mines by a minute per- 
centage above the minute loss always going on. Every 
pound of that metal was in use, and, in general, for the 
same purposes, in one way or another; and either metal 
was potentially exchangeable for the other at a stable 
(though localized) ratio. Each, therefore, supported the 
other in its use and place, somewhat as one-half of the 
current of a river supports the other half; and the entire 
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fabric of human accounting, of the appraisements of the 
round world and of all that therein is, existed as it did 
through its relation to that stock of silver and gold stand- 
ing at that level and slowly increasing. 

Upon this peaceful scene came arbitrary laws and 
decrees of outlawry directed against one of these metals. 

What was their effect? 

The chief monetary features of the period, extending 
from Germany’s retirement of silver coin (1873-74) to 
the present, are, in brief, as follows (I refer mainly to 
the occidental world) : — 

A check of the normal increment of the money stock. 

A divergence from the traditional par between silver 
and gold. 

Uncertainty of their ever finding a new and permanent 
parity. 

The degradation of a thousand million dollars worth 
(in round numbers) of full legal-tender silver coin from 
the position of international to that of local money. 

The derangement of the calculations of contracts and 
trade and investment between gold-using and silver-using 
countries. 

A gradual subsidence of average prices, which still sees 
no halting place before it. 

All of which, being interpreted, means an unending 
succession of slight shocks of earthquake to the terrestrial 
structure of business, varying of course in practical effect 
in different places and times, not so much the cheapness 
of everything as the depreciation of everything, much 
idleness, much unprofitable work,—in a word, chronic 
“hard times.” 

That these events are, in controlling measure, conse- 
quences of the breaking up of the bimetallic union of 
the past, is obvious. How, indeed, could it fail to pro- 
duce such results? 

The event was unique in its suicidal effect and in the 
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character of the actors. In each important country, the 
evil, the danger, was, in a limited sense, self-made, be- 
cause in each country either the law or public opinion 
had contributed its quota to an effect growing out of a 
totality of laws recommended by a general public opinion. 
This phenomenon — worthy, one would be inclined to say, 
to be the product of another age than this, the latest — 
bears, however, the marks of “civilization,” its aims being 
quite prosaic and practical, material benefits to be enjoyed 
in this life and not beyond the grave, and aims recognized 
not by one nation or one interest merely, but regarded 
among the learned in all as the legitimate object of a 
common aspiration. 

It is plain, therefore, that the forces that made the 
mistake can rectify it. The anti-silver movement is itself 
evidence that the counter-policy of union can look for 
adoption, the vital aims of the two being the same, the 
great difference being that one is practical and the other 
not. The ordinance ratified, by an cecumenic council, 
the Monetary Conference of 1867, imposed in fine but a 
special scheme of unification between the local-national 
monetary systems of the world, the distinguishing note 
of which was that it was unpractical and impracticable. 
The execution of it, accordingly, proceeded but a little 
way before motions in arrest were made and carried. 
The anti-silver movement in France had expended its 
force in stopping coinage: the melting down and sale of 
French dollars remained a brutum fulmen of the doctri- 
naire. The defeat of Free Coinage here and the Confer- 
ence of 1878 operated together as a distinct call to halt. 
Germany, after the lessons of the Conference of 1878 had 
taken effect, suspended her active demonetization. And 
now, for seven years, the gold standard movement pre- 
sides over an admitted deadlock, its activity restricted 
to preventing new silver from becoming full legal-tender 
money in the chief commercial nations. 











SILVER BEFORE CONGRESS 49 


The reader will, I hope, recognize without difficulty 
that this outlawry of silver is very justly and suggestively 
described as a mal-adjustment of the world’s monetary 
system,— a great tower clock set wrongly instead of being 
set rightly. I shall ask him to follow my parallel still 
further; for I am clear that I can prove it is practicable 
to remove the error by a proper readjustment, the chief 
practical difficulty being, so to speak, not the regulation 
of the clock, but ascending the tower and penetrating the 
works against the will of local guardians, who are, how- 
ever, liable to be removed. 

But, in order to realize in detail the effect of the change 
produced by silver outlawry so far as it has proceeded, it 
is necessary to contrast the fact with that which but for 
this change of conditions would have occurred, so far as 
we can justify conjecture. 

In stating the probabilities, we may, if only for conven- 
ience’ sake, assume that, while Germany would take gold 
at fifteen and one-half to one (as she did), but would 
not outlaw silver (as she did), the United States would 
have adopted a course which in that event would be most 
natural,— namely, would have introduced the European 
ratio, thus acting favorably upon the propositions already 
made to her by France, and which, if I remember rightly, 
were actually to some extent favored in the Finance Com- 
mittees of Congress. 

Wherein would the monetary situation thus produced 
differ from that actually in view? So far as amounts of 
money in existence are concerned, we can easily see that 
the world’s stock of silver would have been increased by a 
small percentage arising from a probable increased out-put 
of the mines; but it is at the same time not improbable 
that, with the confidence of investors natural in an era of 
monetary good feeling, there would have come an out-put 
of gold increased to slight extent. So far as the distribu- 
tion of quantities of the two metals is concerned, it is 
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difficult to discern any ground for assuming any very 
marked disparity from the quotas actually held to-day by 
the various nations. What, then, is the outcome of the 
contrast? Wherein lies the difference ? 

In this supposed situation there would have been no 
cause for uncertainty as to the future value of either half 
of the world’s money metal relatively to the other: no 
actual divergence of the market ratio of the metals, which 
would, on the contrary, have remained more firmly grown 
or welded together at fifteen and one-half to one (I omit 
to enter into the question of mint charges and mint 
ratio); no undermining of gold values by competing silver 
prices made artificially lower, and so per se attractive to 
human self-interest ; no “silver question,” in fine, would 
have existed to chill confidence, to distract the present 
and cloud the future of individual or of corporate or 
municipal or national finance. As for the general fall of 
prices, it is clear that, to say the very least, no important 
fall would have occurred. 

Before passing out of view of this hypothesis, it may be 
well to call to mind the limits within which reprobation of 
outlawry, and, looking to the future, praise of re-enfran- 
chisement of silver, necessarily proceed. Exaggeration 
in the speaker himself, and, on the part of the hearer, 
the imputation, just or unjust, of exaggeration in the 
speaker, are very common and natural features of warm 
debate, it being in fact impracticable to burden exposi- 
tion of ideas with elaborate forecast or description of the 
limitations of their sphere, although all the while the lim- 
itations exist, and the sound judgment of the speaker is 
always to be proved by his observance of them. Through 
the contrast just drawn between what has happened and 
what it is most natural to suppose would have happened, 
in the monetary constitution of the world, the curious 
reader can apprise himself of the:boundaries within which 
our discourse proceeds. 
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He will observe that we are dealing with matters en- 
tirely practical and commonplace; that we are not en- 
gaged in a radical reconstruction of human nature, but 
simply in a matter of repealing certain laws and having 
others passed; an ordinary question of reform, except in 
this,— that several nations must act together to achieve it; 
and that, in order to justify the change of policy which he 
proposes, it is merely necessary for the monetary-unionist 
to prove his case by what a jury knows as the preponder- 
ance of evidence. 

Having gone thus far, I venture to believe that the 
reader will be inclined to wonder how the outlawry of 
silver has been able to maintain itself so long. Then, 
perhaps, in a mood of interest in the profounder subtle- 
ties of the subject, the interaction of myriads of wealth- 
seeking men and of the conditions that surround them, 
he will be inclined to turn, as it were, the telescope of 
persistent study upon these graded obscurities, the phe- 
nomena of this sidereal chemistry, and will find in what 
he can distinguish of the play of forces thus exposed 
a solution of some questions that: may have caused him 
trouble. 

I venture, for example, to hope that he will discover in 
these acts of attainder, passed by the corporate free will of 
the leading nations against one of the two bearers of the 
valuations of man, a force of tidal range compared with 
which the forces that are the normal outcome of individual 
action and of individual preferences, or of local-national 
elements of disturbance, are but as wavelets on the sur- 
face; the moulding of public opinion in Germany, for 
example, in order to bring about a majority against silver, 
bearing the relation to the ultimate consequences of the 
laws of 1871-1878 which playing with matches might bear 
to a Chicago fire. 

Should the reader pursue this course, he will perhaps 
be surprised to find to what a number of stout and swell- 
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ing notions he will be able to say, “ Behold how plain a 
tale will put you down!” 

To justify an habitual tampering with standard time 
and setting wrong of private clocks, on the ground that 
some people are inclined to be hasty and others too 
slow, is fairly analogous to much reasoning on this head, 
-to which a heedless time allows currency and power to 
obstruct reform. 


Il. 


The Sections of the Act of Feb. 28, 1878, calling a 
Monetary Conference, made the United States the cham- 
pion and advocate in the community of nations of the 
restoration of civil order in dealing with money. Concur- 
rent regulation of metallic money by a competent majority 
of nations, and on the basis of equality of legal right 
between the two metals, became by this Act a fixed ob- 
ject of our foreign policy. 

As for the time consumed and to be consumed in pass- 
ing from this turning-point of history to the success of our 
policy, it is well to mark that it is not uncommon for men 
to wait a long time for the attainment of a great end. 
The United Colonies suffered under the Confederation for 
many years before they adopted the Constitution. The 
restoration of greenbacks to par with gold was a struggle 
of many years. The diplomatic successes of this country 
have usually required a long time for their attainment; 
and in the rare instances when we have had a foreign 
policy in the specific sense, when there was some impor- 
tant object to be gained through the action of several 
foreign powers, our lack of a continuing, organized, high- 
grade civil service has naturally unfitted us from advanc- 
ing a meritorious cause with the maximum of speed. 
There is, however, a wide distinction to be observed be- 
tween political issues which are closed by the victory of 
one interest and the defeat of another and an issue whose 
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successful solution is a matter of education, pure and sim- 
ple, a recognition of a harmony of interests. It is the 
peculiarity of the situation here analyzed that really great 
and important interests in opposition did not exist, and 
they do not exist to-day. It is the paramount interest of 
all the dwellers in a house that its foundations be firm. 

As to the specific methods adopted by the United States 
to influence Europe, I cannot speak in detail. Of the 
Monetary Conferences, I shall briefly say that, both as 
events affecting nations in their corporate capacity and 
as instruments for the instruction of public opinion, they 
mark important advances toward their goal. I shall like- 
wise observe silence touching that department of inter- 
national strategy which may be called monetary diplo- 
macy, upon the way the imperium of a treaty-making 
sovereign has been handled, upon the attitude of the Ex- 
ecutive and its various acts, active and passive. I should 
willingly set forth a full statement as to the Monetary 
Conferences; for I am aware that they have been the 
occasion of a certain petulance here and of a certain faint- 
heartedness there, as if men were not aware that, as a rule, 
great bodies move slowly; while in some quarters wilful 
ignorance seems to pride itself upon a travesty of facts. 

The task which the United States had taken in hand 
slowly revealed its magnitude as time went on. The un- 
fitness of our generation to perform its duty of speedy 
reversal of the judgment of outlawry pronounced against 
silver recalls Goethe’s comparison of the task that fell 
upon Hamlet to the planting of the oak in the vase, that 
broke in pieces with the strain of a too sturdy growth. 
To learn the lesson that a restoration of the bimetallic 
union of the past, under new guarantees of stability, was 
demanded by the true self-interest of England and of Ger- 
many, implied a mental and moral effort on the part of 
the ruling classes, a change of base in two grand armies 
of opinion and of pride, a turning of the current of great 
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rivers of thought and feeling. That Orthodoxy objected 
to becoming obsolete was natural; and it so happened that 
to those personally engaged in the leadership of the anti- 
silver movement the proposed amendments of doctrine 
seemed, in many instances, infected with dangerous heresy. 

The result was in all countries a campaign of defence, 
proceeding with multitudinous activity ; while, in political 
regions, inertia and the momentum of accomplished facts 
held sway; the general tone of discussion upon the evils 
of the day being one of optimism, as if the patient world 
were “doing as well as could be expected.” Of course, of 
weapons of offence there was no lack. The air was thick 
with attacks upon what was alleged to be “bimetallism ” ; 
while iteration prevailed that, whether desirable or no, the 
reversal of silver outlawry was hopelessly impracticable, 
because, forsooth, its authors would never, never, give it 
up. Soimplacable is the wrath of this modern Juno, 

“ Whose chariot horse are tired 
With posting to and fro from Greece, and bringing banes desired.” 


Alas for the later judgment of Paris, and the palm not 
deserved by the orthodox queen of the economic heaven! 
The historian of silver outlawry can only too fitly echo 
Virgil’s melodious plaint and plea for civilization,— 


“ Tantaene animis caelestibus irae! ” 


III. 


The familiar observation that great bodies move slowly 
can hardly figure as the last word of wisdom to men 
who see the world suffering from a lesion of great in- 
terests which tend to make its evils chronic, and needs 
but speedy surgery for cure. Great bodies can move 
quickly as well as slowly: the velocity is merely a ques- 
tion of force applied. They need great forces; and the 
most pertinent of inquiries is: Where are these forces? 
Why are they not in action? 
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The need of the time in 1876 and before, and in 1886 
and after, can be summed up in one word,— education. 
The lessons to be taught were, in the end, simple,— the 
application of an obvious remedy to a widely ravaging 
disease. Such, at least, must they be in their final out- 
come, as distilled, so to speak, by science for popular 
acceptance. 

The amendments or extensions by which we sought to 
perfect the monetary science of an earlier day were sim- 
ply a more accurate ascertainment of the effects of self- 
interest when directed by monetary laws. To an open 
mind there is here no serious difficulty. 

This is, by the way, no mere surmise of mine. Its cor- 
rectness can, I think, be well proved. Books, speeches, 
and newspapers have found no great difficulty in popu- 
larizing the knowledge of what is called “ Gresham’s 
law.” Now, to one who understands or merely accepts 
“Gresham’s law,” there need be no difficulty, either in : 
understanding or in accepting the Monetary Unionist’s 
law; for both belong to the same order of truths, both 
being the simple and obvious operation of self-interest, 
acting under conditions made by monetary law, one set 
of conditions naturally producing motion, and the other 
naturally producing rest, the former replacing one money 
by another, the latter holding both together in use. 

In fine, surveying the subject in the mass, from a dis- 
tance, the policy of the Conference was, in essence, no 
novelty, but a conservative reaction, being nothing more 
than a restoration of the monetary status quo ante, with 
stronger guarantee for the future, with improved arrange- 
ment for securing firmness for the foundations of the 
world’s business; in other words, that the old bimetallic 
union be set in action on an enlarged and improved scale, 
that Germany and the United States do now what they 
should have done at the start,— namely, model their coin- 
age systems in unison with the States of the Latin Union, 
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and that England add her forces, in order completely to 
remove that lack of confidence in the future for which 
a decade of silver outlawry is responsible. 

I repeat that the preparation of such ideas as this for 
acceptance by popular leaders and by legislative bodies 
was not beyond the range of those interested. But, as we 
know, this preparation was a task for which many author- 
ized interpreters of science were not disposed. Indeed, to 
attain the desired result, it was necessary to take the cus- 
todians into custody, to lead the shepherd as well as the 
flock. 

Falling back, then, to the elementary needs of the 
time, and looking for great forces of education, for the 
means to make the first break in the vicious circles of 
inertia and prejudice, the situation is still hardly satisfac- 
tory to one whose estimate of the fitness of civilization to 
deal with its inevitable task is set very high. It was 
only after the Conference of 1881 that our allies in Eng- 
land and Germany took heart to establish propagandist 
societies, the International Monetary Standard Association 
(now the Bimetallic League) and the Internationale 
Doppel-Wahrungs Verein. 

Of the good work of education done by these associa- 
tions and by individuals of the brotherhood of monetary 
reformers before or since, I can of course take no time 
to speak. Here the germane and pertinent point of dis- 
cussion is of course what we have done in this country. 
What great forces have been set in motion? As we have 
seen, through the peculiar advantages of our position, the 
nation became the proponent of the truth, to insure whose 
recognition the education I speak of was needed. So far, 
a great deed was done. But what was done in support 
of this initiative? Ido not speak here of Congress nor 
of the Executive, of omission or commission on their part, 
in the several years that have passed since 1878. After 
all, the silver question in Washington is the silver ques- 
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tion in the hands of representatives of a democratic com- 
monwealth; and it is very germane to know what the 
specially-educated portion of this self-governing people 
has done in addition to assisting to elect political repre- 
sentatives. 

Have they put forth their strength, in order to bring to 
the true path the erring guides of a generation that lost 
its way? If they are to be remembered for that, surely 
we can say of them, with Hamlet,— 


“By’r Lady, they must have built churches then.” 


Where are their churches? Is there any great organi- 
zation for the education of this generation to perform the 
new duty thrust upon it by the force of events,— namely, 
to deal in council of nations with the money of the 
world,— any great league for monetary reform, any insti- 
tute of monetary law, any board of home and foreign 
missions, or college de propaganda fide, or any gathering 
of Peter’s pence or fund for the league, to serve the true 
faith of monetary reform and secure the home rule of 
common sense? If these things have been done, I regret 
to say I have not been informed of it. My impression 
has been that the greater number of those who are to 
be relied upon as the allies of good government and of 
progress have been sadly under the influence of narcotic 
teaching. 

Yet it follows quite clearly from what has gone before 
that, in some way, education must come, in very appre- 
ciable degree, if sanity is to prevail in monetary legisla- 
tion. Something must be done. This affair will never 
“settle itself.” That familiar refuge of idleness is cut 
off; and the sooner men realize it, the better. The world 
is, in fact, at sea with its money; and rest is out of the 
question. There is no reaching a stable equilibrium, ex- 
cept by the abolition of silver as money or by its rein- 
statement, which courses respectively suggest the analogy 
of sinking to the bottom or of getting to land. 
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The one alternative—namely, the sale of European and 
of Asiatic silver—being naturally excluded, it follows 
that the hope of mankind is in the other,—a settlement 
by concurrence of a working majority of nations. 

It should also be understood that education is needed 
to enable a nation to reach intermediate stages of comfort 
or of progress as well as the remoter end I have set in 
view, so that the work of education should not fail be- 
cause of any lack of faith in our reaching this remotest 
goal. Of one hoped-for intermediate stage in this coun- 
try, the stopping of the coinage of silver dollars, I speak 
elsewhere at length. This, however, is but one, although 
an all-important, possibility out of all those which have 
never been realized. Of some of the many other might- 
have-beens of the past, the reader may find a hint on 
other pages. 


IV. 


The moneys of Western Europe and America are at par 
with gold. Eastern Europe and part of South America 
have much paper, and the rest of the world have silver. 
There is about as much silver money in the world as gold ; 
and there is no very important change or prospect of 
change in that minute annual increment of the stock of 
either metal, which seems fated to be the sempiternal 
object of erroneous reasoning. The money of the occi- 
dental “gold-standard ” States contains, including a frac- 
tion of “change,” something near fifteen hundred million 
dollars of silver, all at par with gold. 

As for the general condition of business, I may con- 
veniently cite on that head one of the foremost monetary 
writers in the camp opposed to me, Courcelle-Seneuil, 
member of the Institute, who, in the August number of 
the Journal des Eeonomistes, says : — 


The industry of the whole world, agricultural, manufacturing, 
commercial, has been now for a long period in a state of suffering, 














- SE: 2 


a 








SILVER BEFORE CONGRESS 59 


strongly felt everywhere, and particularly felt in France. Every day, 
people write and say we are in the midst of “hard times” (état de 
crise). 

In England, after a year’s deliberation of a Royal Com- 
mission on the Depression of Trade and Industry, a Tory 
administration appoints a Royal Commission on the Cur- 
rency; and in Germany, the immediate source of all the 
woes of silver and gold, one of the questions of the day 
is whether the finance minister of Prussia is to remain an 
anti-bimetallist. 

This is 1886, and it is seven years since Germany gave 
up selling out her melted thalers; and now for many 
years the world, with various degrees of interest, and with 
intermissions long or short, has been in what I may de- 
scribe as committee of the whole on the monetary ques- 
tion. The occidental world is learning that this war 
between silver and gold is a modern instance (upon a 
scale of magnitude which the monetary statesmen who 
advised a Philip or an Alexander would have compre-’ 
hended better than the fabulist) of the fable of the pot 
of iron and the pot of earthenware, floating neighbors in 
the flood, and that fate has perversely assigned to gold 
the réle of fragility as well as of grace. Under the unerr- 
ing gravitation of self-interest, rupee-priced goods are 
lowering the gold price of gold-priced goods; and so the 
gold valuations of Europe are breaking to pieces under 
the competition of the silver valuations of the East, and 
chiefly, if not wholly, because of the occidental “ corner 
on gold,” which has lowered the figure of the gold equiva- 
lent of rupee prices so as to undermine the old-time valua- 
tions of Europe.* 


*This matter peculiarly deserves a thorough discussion. I can only take 
space here to insert a caveat and a demurrer to pleadings current on this head. 
The Indian trouble is a matter of collision rather than of competition. Both 
sides suffer: the Mississippi Valley, for example, mourns the price of wheat ; 
and India has little cause to rejoice. 

The point was brought to the notice of a National Commercial Convention, 
held within range of the wheat and cotton interests of the country, at Atlanta, 
Ga., May 21, 1885, as an argument for stoppage. (See post, p. 74.) 
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What is to be the outcome? Is Europe to pursue the 
path of demonetization, and so intensify the embarrass- 
ments of the situation on a grand scale? Hardly. Who 
is there left to advocate it? Where, indeed, are the par- 
tisans of earthquake? And yet it was only in 1869 that 
an English Chancellor of the Exchequer congratulated the 
House of Commons that France was ready to adopt the 
gold standard. To-day, the public melting down and sell- 
ing as bullion of a thousandth part of France’s stock of 
silver dollars would create a panic that would spread from 
London throughout the world. 

Or shall Europe try to let the metals settle down on a 
new level, like the child who falls in his effort at walking, 
and makes himself content upon the floor? To follow 
the figure, we consider at once, What sort of a floor has 
Europe to rest on? There is no floor that deserves the 
name. Is it by contract that Europe is to act as “ Europe,” 
as one nation? Are the nations to make treaties that they 
will sell no silver and that India will stop absorbing gold? 
Who believes such a thing practicable? What, indeed, 
would be its effect, if it were? Would it check the fluct- 
uation of the price of silver, and give security to inter- 
metallic trade? No! The ills of the past decade would, 
in greater or less degree, be perpetuated. 

There is no prospect before the world to-day but the 
manifold alternatives which lie between blundering or 
inaction of isolated nations on one side, and on the other 
speedy concurrence of a majority upon the specific lines 
laid down by the Conference of 1878, or upon some plan 
differing from them only in detail. 

To hasten by years such action, a step toward demone- 
tization may be necessary. The idea is a very familiar 
one in the councils of the champions of the monetary 
union, and it has been so from the outset. Late events 
may serve as an indication of the effect of such lessons. 
The vote in Congress on April 8 (1886) on the bill for 
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free coinage operated — perhaps admittedly, for silver 
leaders are credibly reported as holding that opinion — 
to “kill” free coinage (and a fortiori free bullion cer- 
tificates) in this country; isolated coinage, that is, or 
without concurrent free coinage in Europe. Since then, 
“bimetallism,” to use the expression of the London 
Times, “has been extending its limits by leaps and bounds 
in England.” Is there any relation of cause and effect 
between these events,— between the death of free coinage 
here and the rise of bimetallism there? I incline to 
think there is. I have no specific evidence to support 
the inference; but it is a very natural inference, espe- 
cially to one who held the same idea as forecast, while 
he was striving to strengthen the defence against free 
coinage. 

As an advocate of stoppage and an opponent of coin- 
age, since 1876, it is germane for me to mention that 
I hold these views not in reference to my own country 
alone. Some years ago, I happened to be in the Hague 
and Amsterdam when the question of a law to allow 
the Bank of the Netherlands to demonetize—that is, 
to melt and sell silver coin at the expense of the 
Treasury —was under discussion; and, in conversation 
with the monetary counsellors of that kingdom, I had 
occasion to maintain the view that the law was politic on 
general public grounds and in the interest of monetary 
union. Of course, it is clear that action on this line by 
a nation of whose future stanch adhesion to bimetallic 
union no doubt exists — as, for example, in the case of the 
United States or of Holland — is a very different move in 
the game from that of a nation hostile to this policy. 

But of a serious extension of ground irreclaimable for 
silver there is little danger. The true danger lies, as 
I have indicated, in inertia and the clashing of petty or 
imagined interests and of unpractical ideas, all tending 
to one result,— inaction ; and, with inaction, the accretion 
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of narrow interests tending to perpetuate it. To meet 
this danger, harsh remedies may be needed, just as for 
a patient whose system is able, if kept active by rude 
applications, to throw off the effects of poison. In sight 
of the chronic invalidism of the past ten years, preceded 
as they were by a decade of what I may call poisonous 
medication, it is plain that it is possible for the world to 
blunder on for many a year, if not many a decade beside. 


V. 


Of the specific defects of the present compulsory man- 
ufacture of dollars out of an outlawed and depreciated 
metal, regarded as a purely domestic measure, and of the 
local evils caused by it, I shall say nothing here, the sub- 
ject being already presumably familiar to the reader, 
although perhaps only in a general way, while to treat 
this phase of the matter fully would enlarge this article 
toa volume. We proceed at once to the inquiry how it 
has come to pass that no majority has yet been found in 
Congress to put a stop to it, so that the mints have con- 
tinued to pour forth their grist of dollars, to rest for the 
most part in the Treasury. 

That the passions of the Civil War, in afterglow, had 
their share in the long struggle which the country went 
through in order to bring the greenbacks to par with gold, 
will, I doubt not, be generally admitted. The anti-re- 
sumptionist party gathered into its ranks all the sections 
of opposition,—the partisan foes of a debt incurred in 
order to suppress the Rebellion, as well as unpractical 
spirits who dreamed of an ideal money, or those who 
thought to fish in the troubled waters of monetary an- 
archy. Of this party, upon its defeat through the Re- 
sumption Act of January, 1875, silver, soon looming 
above the political horizon, became in time the heir or 
residuary legatee. To these elements of opposition to 
the order of things established by the single gold stand- 
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ard law of 1878 were joined the representatives of the 
silver and gold States, who, seeking protection for the 
product of their mines, demanded the free coinage of 
silver as well as of gold. 

Of the great mass of citizens who formed an opinion 
upon the question, it seems fair to assume that they ad- 
hered to a sober and common-sense order of view, moving 
within a limited range, to which the extremes alluded to 
were quite foreign. To them, silver and gold were the 
historic money metals; and they could not find it easy to 
understand why they should not remain money. In so far 
as the gold standard was known as an English idea, it 
would naturally, especially after the decades of protection, 
excite opposition rather than sympathy. In a period of res- 
toration of specie payments, the suppression of one of the 
metals that made specie might easily wear the air of a 
wrong; while, as to the chance of righting the wrong or 
the true way to go about it, few could be expected to 
enter upon a long post-graduate course of study. 

With this general disposition to be counted upon, it was 
natural that opposition to resumption in gold alone should 
rise to action, and that those elements which were moved 
by passion should take the lead in it. Accordingly, a 
party came to the front known, and not improperly 
known, as a silver party; for, in spite of the consideration 
publicly shown for gold, and the efforts made to appro- 
priate the credit of “bimetallism,” as the word and the 
idea came into vogue, the legitimate outcome of the suc- 
cess of this party would have been the transfer of the val- 
uations of the country to a silver basis. In the end, this 
party was foiled and defeated in the chief aim of its ex- 
tremist leaders,— free coinage. 

The ideas which animated its leadership may be tersely 
described as fragments of bimetallism dissolved in paper 
money, being, indeed, a mere adaptation of the “more 
money” cry of earlier days. This cry is peculiarly 
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adapted to seize the attention of the masses on account of 
its blatant promise of profit, every one being, in one 
sense, in favor of more money; and, also, because it is so 
perfectly simple, and easy of apprehension. It disposes, 
in fact, of difficult operations of statesmanship and deli- 
cate problems of science with a word,— just, one might say, 
so far as science is concerned, as a doctor would do to 
whom a bolus was but the multiple of a pill, its virtue 
subject to the Rule of Three. For the reader will note 
that this cry ignored all questions of quality of money, 
and took its quantity-theory raw,—as if, for example, the 
brains needed for promoting the general welfare of the 
people were asserted to be really a matter of quantity, 
pure and simple, by which reckoning a calf might be con- 
gressman, or a whale Chief Justice. 

Of the true “bimetallists,” or of the friends of the 
single gold standard, neither can be said to have formed 
an organized party in the sense in which the “ silver-men ” 
were organized. Conservative friends of silver or con- 
servative friends of gold were substantially friends of 
both metals, aware, to a greater or less extent, of the mag- 
nitude of the task which was to oppress the statesmanship 
of their time, and only too willing to favor an agree- 
ment of nations upon concurrent repair of a common mis- 
take. Hence, although the future was not clear enough 
to afford those practical issues which assure the needed 
cohesion of a party, the foundations of success for meas- 
ures which should be directly in pursuance of the policy 
of the Conferences were always present. 

So far as any friends of gold can be said to have been 
anti-bimetallists,— that is to say, opposed to the policy of 
restoration of silver in concert with European nations,— 
I doubt if such a programme ever reached formation, their 
natural disposition being to reject the possibility that such 
international concert could be realized. 

The proposal to stop the coinage — which, owing to the 
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peculiar situation of Europe, was, really, a powerful meas- 
ure in furtherance of such concert —could of course be 
well espoused as a local measure for local reasons, and with- 
out ulterior view to its effect upon Europe, or upon the 
advancement of the policy of monetary union. But, alone, 
the friends of the single gold standard could not number 
a majority. On the other hand, the proposal to stop the 
coinage had a dangerous look, even to some conservative 
silver-men; and the inertia of legislative bodies was 
always on hand, a steady and powerful pressure in favor 
of doing nothing, efforts for free coinage and free bull- 
ion certificates, or for increasing the minimum of dollar 
coinage, suffering the same fate with the effort to suspend. 

The tendency of strife over the question was centrifu- 
gal. One extreme stimulated another ; and the asperity of 
public debate was transferred to a wider field of popular 
passion, where the great and accomplished wrong of silver 
outlawry, for which Christendom was responsible, and 
which the United States of itself was powerless to right, 
was easily made to appear the double-distilled crime of 
a few selected Americans, while, on the other side, indict- 
ments were volubly framed against communities which 
were really incapable of the misdemeanor as charged. 

Of course, a general fall of prices in a world of valua- 
tions, of which a great part are fixed in advance,—increas- 
ing pro tanto, as it must, the burden of fixed payments 
and the value of fixed receipts, and defeating the projects 
of enterprise,—offers material for misguided self-interest, 
for prejudice, and for passion; and over the strife about 
cause and cure it was not strange that the red flag of 
“debtor class” and the black flag of “creditor class” 
should here and there be waving, whether in the day- 
light or in the dark. The overwhelming weight of num- 
bers was on the silver side of the shield, and strong 
enough to prevent stoppage. 

In the year 1881, an event occurred, the influence of 
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which upon the prospect of proper regulation of the coin- 
age is worthy of attention. The sceptre of executive 
power passed from West to East. Tostop the coinage un- 
conditionally, even after instituting the policy of securing 
concert with foreign nations, could easily be made to pass 
as equivalent to remitting the entire future of silver into 
the hand of the Executive. Confidence, therefore, in the 
future handling of silver as an international question on 
the part of the Executive, confidence in its convictions, 
in its zeal, and in its ability, would materially serve to 
rally support for such a measure. But this confidence 
failed to appear. With an Ohio President, it had existed 
in fair measure; but, with an Executive manned by East- 
ern men, it was widely replaced with distrust. 

As the years have gone on, a practical sense of the dan- 
gers attending the silver coinage has tended to re-enforce 
the body of men who had perceived its folly from the 
strategical point of view, as well as its danger on general 
grounds. In the alliance, or rather fusion, of these sec- 
tions of opinion, working upon a public which shal! more 
and more study the question, lies the favorable prospect 
for the future. 

The realization is growing that by the indefinite con- 
tinuance of coinage the country is all the time exposing 
itself to a compound lesion; that the threat of broken 
parity itself operates as a check of investment, and tends 
to work a depreciation of property values in excess of the 
country’s share of general depression existing among the 
western nations, even though the parity should be main- 
tained; and there is an increasing sense that stoppage is 
the first and chief dictate of common sense in the interest 
of intelligent international action. 

It is upon these two converging lines that allies for this 
measure are being won throughout the land. The form 
of measure which seems most favored by conservative men 
is a conditional suspension, fixing a date in advance, and 
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giving Europe time to avert a catastrophe. A salient ex- 
ample of such a measure is the bill reported in January, 
1885, for the Senate Finance Committee, by Mr. Morrill, 
of Vermont. 


VI. 


A refusal to purchase and coin silver without concur- 
rent purchase and coinage in Europe was from the start 
a possible mighty force in aid of a pro-silver policy. The 
result of such a measure would naturally be to open the 
eyes of many of the blind from one end of Europe to 
the other, for it would strongly appeal both to interest 
and to reason. 

The effect must be, other things being equal, a fall in 
the gold price of silver; and a fall in the gold price of 
silver is a calamity to Europe. But, besides, this calamity 
would be obviously the result of human law. If the ques- 
tion be asked, “ What of that?” the answer is, “Every- , 
thing.” The power of human law over the value of 
money is the root of the whole matter. In this great 
monetary war of a decade of the nineteenth century,— 
since the word was said, “ Render unto Cesar the things 
that are Cesar’s,’”—the real point at issue is the true 
relation of the State to money, of Cesar to the pieces of 
silver and of gold which bear his image, or embody the 
sovereignty of the State. Well may the unconscious 
scholar, surprised at his books of other science by the 
clatter of this phenomenal world-wide litigation, ask his 
quare fremuerunt gentes ; and, alas! the answer is, “ Be- 
cause the learned world imagined a vain thing about the 
value of money, and the power and duty of nations to 
regulate it.” 

Under these circumstances, a demonstration — public 
urbi et orbi, and especially to London and Berlin — that 
human law in one continent can shrivel up valuations in 
another would serve as a lesson of rare persuasiveness. 
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But why is a fall of silver a special calamity to Europe? 
Because Europe’s real interest in silver is greater in pro- 
portion than that of the United States. The fall would 
shake the foundations of European investments. Europe 
held a thousand millions of full legal-tender silver, beside 
all her change. What security could she feel in its use, 
in case of a sudden decline of the value of the bullion 
in it? But far beyond this. The fall meant an in- 
crease in the silver figures of India’s gold debt, and a 
novel dislocation of the business between Europe, on one 
side, and Asia and South America, on the other. To all 
these embarrassments there was no end except in a con- 
current silver-favoring policy, the monetary future being 
a stormy sea, with but this one port of refuge. 

Of course, such a measure would involve no refusal 
of free coinage on our part, when Europe should come 
to terms; and, if necessary, guarantees of concurrence 
could be fully set forth in advance, so that stoppage 
would be explicitly an act or threat of righteous war, 
to be averted by making a righteous peace. 

We had this force in hand in 1875, 1876. We had it 
in 1877, and we have it still. Few are aware to-day that 
our silver blunder began long before 1878; that the coin- 
ing of dollars meant merely an enlargement, not the 
beginning, of the government purchase of silver. Those 
days of callowness seem far enough away; but many will 
remember, at least, that the substitution of silver coin for 
fractional currency was currently held to be a long step 
forward toward “resumption.” In fact, the Resumption 
Act of Jan. 14, 1875, ordered a coinage of silver change ; 
and on July 22, 1876, a resolution was passed in support 
of silver coinage, and nearly thirty-five millions worth 
were purchased in the interval before 1878. In 1875, 
when Holland closed her mints; in 1876, when France 
rejected silver,—we held the power to force the silver 
question upon Europe, and failed to use it. Our purchase 
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of bullion and coinage here was thus the direct ally of 
the melters of thalers in Germany. In fact, we kept up 
the price, as if to help on the cause of demonetization. 

But, with all that has been said, the effect of stoppage 
is not yet fully stated. Our limited coinage has operated 
—of course with widely varying force at different times 
and in different quarters—as a promise of free coinage. 
Through the help of our coining silver, monetary states- 
men in Europe, who would be only too glad to make a 
plausible case to that effect, would be enabled to advise 
their clients to hold on their course, unmoved by pro- 
silver pleas, to make no concessions to bimetallists; for 
the day was coming when free coinage, or, better still, 
free bullion certificates in the United States, would make 
fair weather for Europeans committed against silver. 
Coinage here thus operated directly to close the ears and 
blind the eyes of the men in Europe whose conversion 
it was vital to bring about. 

But, to lay much stress upon this point of view, it was 
necessary to be a thorough-going “ bimetallist,” enlisted for 
the war. To a friend of silver whose study and convic- 
tions failed to reach this depth, the policy of stoppage 
wore the air of heroic surgery. Certainly, it was surgery. 
That was its peculiarity. And it was surgery in good 
time. It is simple to have a broken bone well set at 
first; but, after it has taken its own course, it may be- 
come necessary to break it again,—a risk which silver- 
men, controlled by narrow views, and, indeed, with insuf- 
ficient confidence in the merits of the cause of silver, 
preferred to incur, to the injury of all concerned. So 
far as the United States were concerned, the damage to be 
suffered was unimportant compared with the end in view, 
—a hardship, it is true, for the owners of silver mines, if 
Europe should hold out long; but the interest of silver- 
mine owners never made the strength of the silver party. 
Its real strength lay always in the opposition to what was 
known as “contraction.” 
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Strange to say, it has been possible for the leaders of 
this party to hold their position upon this line of defence. 
The idea has been current that an increment to our 
money stock of at least twenty-four millions a year — 
a safeguard of that extent against “ contraction ”’— is cre- 
ated, not by having the silver to sell, but by having the 
government buy it and coin it. The idea that, if it were 
not coined, the silver could be sold in Europe for gold, 
and the gold brought here to swell the money tide, has 
failed to penetrate very far, and, where it could make its 
way, would be met by the allegation that the margin 
between the silver dollars the bullion would have made 
and the gold dollars it will buy would be a terrible 
*‘loss” or “contraction,” or both. If this line of argu- 
ment could be erased from the records of politicians, what 
a vacuum would be left! 

But, while recognizing all that is to be regretted in the 
situation thus portrayed, it is still germane to recall that 
such things are very natural in the present state of pop- 
ular education. The mere difficulty of explaining to pop- 
ular audiences the conditions of success in this game of 
international politics which is under review keeps the dice 
of domestic politics steadily loaded on the side of short- 
sightedness, of ignorance, or of cunning. 

The experience of years is, however, impressing some of 
the supporters of silver, and, I am told, some who are 
interested in silver mines and whose centre of gravity is 
in their pockets, that there was, after all, an element of 
boyishness in rallying the anti-gold-contraction majority, 
as they did, to support free coinage. With the fall of 
prices that has gone on, with wheat and cotton where they 
stand now, and their precious metal twenty per cent. 
lower than in 1878, the dreams of expansion may well lack 
the credit of prophecy which they once enjoyed. After 
ten years of prices falling in the teeth of the prophets, one 
would suppose that exposure of inflation which does not 
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inflate would be welcome, and that the sham “ bimetal- 
lism” which has been palmed off upon them would be 
rejected. 

Especially since the Conference of 1881, the failure of 
the silver States or of the silver party, in mere self-inter- 
est or self-defence, to develop a statesmanlike grasp of the 
diplomatic situation of silver, wears a phenomenal aspect. 
With all the native energy of mind and practical sense 
which we know to exist in those who have colonized the 
Pacific States, no one seems to have persistence enough in 
pure brain-work to strike the lode in the right place by 
piercing the monetary tunnel through to the end, though 
none should know better than they that, in tunnels, the 
last few strokes are worth all the rest. Ever since 1881, 
the field has been waiting for such men to “complete 
the circuit.” It was in that year, only a decade after 
the capture of Paris, that the German Empire, fore- 
going pride, sent her ambassador to that republican city 
to offer concessions to induce France and the United’ 
States to open their mints to free coinage,— admitting 
that the rehabilitation of silver was to be desired, and 
that it could be accomplished by a coinage union,— while 
England was there to say she would to that end abstain 
from coining gold in India, and would issue legal-tender 
Bank of England notes on silver up to the limit of the 
law. And yet I have never even heard of a question why 
it was that the American delegation omitted to procure 
coinage of silver in Europe on that basis. 


VII. 


In presence of the disquietude touching the rising tide 
of over-valued silver in the moneys of the country,—a 
disquietude which, in many minds, rose to forecast of a 
speedy break in their parity,— it was a foregone conclusion 
that, with the Forty-ninth Congress, an active campaign 
would be opened over the silver dollar. Parallel with 
this growing disquietude, a growing practical recognition 








72 QUARTERLY JOURNAL OF ECONOMICS 


of the merits of the wider issues involved in silver made 
itself apparent, an unwieldy public opinion thus showing 
itself capable of answering at need to the helm of truth. 

As an example of highest significance may be cited the 
expressions of the political conventions of the two par- 
ties in the State of New York, September, 1885, the Re- 
publican platform going so far as to say that the restora- 
tion of silver to its former position, until accomplished, 
must remain the chief aim of our monetary policy. Of 
like significance and of unique practical importance was 
the Report of the Secretary of the Treasury, accompany- 
ing the President’s message to Congress, which breathed 
the spirit of earnest adhesion to the policy of the Mone- 
tary Conferences. 

The first decisive step of the campaign in Congress 
consisted, of course, in the appointment by the Speaker 
of the Committee of Coinage, Weights, and Measures, 
that committee, and not the Committee on Banking and 
Currency, being held to have charge of silver legislation. 

The committee, as appointed, was expected to insure 
at least a full presentation of the silver question before 
the House; and it was believed that the balance inclined 
in favor of a moderate measure of suspension. 

The committee, however, was not allowed to monopo- 
lize the subject. The advocates of the dollar coinage had 
found themselves re-enforced by an active and militant 
organization for agitation, which bore the misleading 
name of the “ National Bimetallic Coinage Association,” 
the abundant motive power of which is understood to 
have proceeded from the silver-mining interests. Under 
this lead, the campaign of the friends of the present sil- 
ver dollar made aggression the means of its defence, and in 
part transferred the scene of struggle from suspension to 
free coinage. Extreme positions were taken by speakers 
on every point of attack. The dissemination of documents 
to work upon Congressmen through their constituents, 
and the stimulating of petitions to be sent to Congress,— 
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all efforts combining, in order to awake popular wrath 
against an alleged conspiracy, sometimes described in 
extravagant and incendiary terms, a conspiracy of the 
“money power” to grind the face of the poor,— were 
quietly pressed with energy and with ability. 

The subject came upon the floor of Congress in various 
forms. In the Senate, in December, 1885, Mr. Beck, of 
Kentucky, presented a resolution, the ultimate aim of 
which was to require silver coin to be paid by the treasury 
to “the bondholder”; while, a month later, Mr. Symes, 
of Colorado, presented in the House a resolution against 
suspension of coinage. A series of speeches in either 
House followed, from time to time, throughout the earlier 
months of the session. Mr. Jones, of Nevada, presented 
to the Senate a memorial from the Bimetallic Coinage 
Association, the appearance of which, in the Congres- 
sional Record, gave free circulation, under the franks of 
members of Congress, for an instrument of agitation 
which was in some respects peculiarly well adapted to 
serve its purpose. A brief analysis of this memorial will 
prove instructive. 

The burden of its many pages was the competition of 
India, and the havoc wrought in the wheat and cotton 
States, and, in general, in the foreign export trade of the 
country, by exportation of India products. The cure for 
all this was to be free coinage of the silver dollar in the 
United States, at the ratio of sixteen to one. The 
obvious objection that free coinage here would enable 
other countries to pour in their silver and take away our 
gold in exchange for it, relegating us to the silver stand- 
ard, was met in a peculiar manner. Under the title “ The 
Fallacy-Dumping Ground for Silver,” the memorial gives 
a plain, unvarnished statement about “the rates of coin- 
age of the several leading nations in this world,” how 
“the Latin Union” and how “the German Empire, as 
well as the other [sic] nations of Central and South 
America, coin at fifteen and one-half to one,” ete. Of 
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course, if this were true, the cause of free coinage here 
would be entitled to respect. In fact, if one could say 
with truth, the German Empire coins, the Latin Union 
coins, at fifteen and one-half to one, there need be no 
trouble about silver coinage at all in this country; for it 
was the cessation of coinage in those countries that cre- 
ated the “silver question.” 

It must be admitted that, although untrue, the state- 
ment was well invented. It is also to be observed with 
regret that its composition and dissemination reveal at 
least a phenomenal wilfulness of ignorance. So far as 
the competition of India is concerned, the point was not 
a new one (see page 59); and it is, as has been shown in 
the preceding pages, a potent argument in favor of stop- 
page. But while the Indian question made no figure in 
the general discussion in Congress, this misrepresentation 
of vital facts as to coinage in other countries found abun- 
dant echo. 

Of the many and elaborate, ingenious, eloquent dis- 
courses presented by members of the House and Senate, 
it is obviously impossible to speak at length. The gen- 
eral lines of conflict have been clearly indicated in the 
course of this paper, and it remains for me merely to 
chronicle in few words the outcome of the struggle. So, 
of the manifold propositions under consideration, I can 
give no adequate catalogue here. One class of these, re- 
placing coinage of dollars by the issue of certificates 
based upon bullion, under various conditions, had at 
one time promised to take the foremost place in debate. 
Propositions were also mooted for an enabling act pro- 
viding in advance for carrying into effect any treaty 
made and ratified for free coinage of silver, thus reliev- 
ing the treaty-making power of whatever obstacle might 
arise from the existence of the power in the House to 
nullify a coinage treaty, or from the knowledge of foreign 
statesmen that such power exists. With this was coupled 
@ provision supplying the lack of means for continuous 
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and competent attention to the international side of the 
monetary question by a commission charged with the duty 
of acting in this behalf under the direction of the execu- 
tive. There were also, among others, propositions for 
making full legal-tender money interchangeable. 

But, under the pressure of agitation for free coinage, 
the contest was in the end narrowed down to the simplest 
issues. A bill introduced by Mr. Bland for free coinage 
and for making the silver dollar a unit of account, on an 
equality with gold, was finally rejected in committee by 
a majority of one, and was reported to the House early in 
March by Mr. James of New York, with the expression of 
unqualified condemnation. Under the rules, the debate 
proceeded upon the bill or upon such amendment or sub- 
stitutes as Mr. James should allow to be presented. At 
the close of the long and exhaustive debate, a substitute 
was presented by Mr. Dibble of South Carolina, provid- 
ing for suspension on July 1, 1889, in case silver should 
not have been remonetized through concurrent action of 
European nations before that time. This was voted down 
by a vote of 201 to 84. The vote was then taken (April 
8, 1886) upon Mr. Bland’s bill, which was defeated by 
163 to 126. 

After this decision was reached in the House, the cur- 
rent of discussion took other courses, the silver question 
coming to the front again only in the resolution aimed at 
forcing the silver dollars out from the treasury, and in 
the provisions for one, two, and five dollar certificates. 
With the passage of the latter measure, a modicum of 
compromise between militant extremes seems to have 
made its way to popularity. 

If the maxim, Second thoughts are always best, can be 
held to apply to so important a body, we may hope that 
at its second session the Forty-ninth Congress will be en- 
abled to fix a limit to the present amorphous and anoma- 


lous state of affairs. 
S. Dana Horton. 








NOTES AND MEMORANDA. 


M. René Stovrs, well known from his recently published 
financial history of the Old Régime and of the Revolution, has 
begun the publication of a bibliography of the French finances 
for the eighteenth century in the Annales de I’ Ecole Libre des 
Sciences Politiques. The plan contemplates a division of the 
subject into (1) general histories, (2) histories of chronological 
periods, (3) accounts of special topics. The first article in 
the July number of the Annales covers the first division only, 
giving general histories and sources down to the end of the 
Revolution, with a running account of the subject and brief 
comments upon many of the evils noticed. Completed upon 
this plan, the bibliography promises to be an important aid to 
the student. 





Tue Parliamentary documents for 1886 will contain a good 
deal of evidence of the increasing uneasiness as to the condi- 
tion and prospects of the foreign trade of England. A Blue 
Book has been issued, giving the rates of duty levied on 
imports by the different European countries and the United 
States; and a second is to give the duties levied by the British 
colonies,— these returns being on the plan of the similar docu- 
ments published in 1882. The Commission on the Depression 
of Trade have also collected and published reports from the 
English consuls, showing the impediments to British trade in 
the different countries. And, finally, a mass of correspond- 
ence between the foreign office and chambers of commerce, 
merchants, and consular officers, on the means of promoting 
the external trade, has been produced in a Parliamentary 
paper, with a long memorandum on the subject, prepared by 
Mr. Bryce while he was yet Under-Secretary for Foreign 
Affairs. 
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The new Board of Trade Journal, of which the publication 
began in September, is a further indication of the same sort. 
The object of the new journal is to give to the public early 
official information as to tariffs, customs regulations and deci- 
sions in foreign countries, and trade movements of impor- 
tance, and to present a variety of statistical matter not hitherto 
included in the government publications. But the founda- 
tion of an official journal of this sort marks conveniently the 
point at which the effects of the progress of industry in 
other countries has become too marked to be ignored. 





Tue opening of fertile wheat lands in the United States, 
and the cheap transportation of grain to Europe, have had an 
influence not only on England and Ireland, but on France, 
Germany, and Russia. French and German legislation has 
been invoked to protect the farmer. But now an interesting 
movement is in progress among the Russian peasants, by 
which the former serfs are becoming separated from the land. 

At the time of the emancipation of the serfs, Russia cor- 
trolled the wheat markets of Western Europe; while the prices 
of agricultural products were high, and even rising. This led 
to the fixing of a sum for the redemption of their land by the 
serfs, under the emancipation scheme, adapted to a period of 
high prices and agricultural prosperity. Since then, Russia 
has been distanced by the United States in the race for the 
supremacy in the wheat markets of Western Europe, and is 
being passed also by India; a succession of poor crops has 
weighed upon the producer; and the situation has been fur- 
ther aggravated by the fall in prices. Similar conditions in 
Ireland brought about the Land Act of 1881, and the reduction 
of rents by judicial process. In Russia, however, the result has 
been somewhat different. Finding it impossible to pay the 
sums with which they were charged at the time of their eman- 
cipation, because of the changed conditions of agriculture, also 
burdened by heavier government taxes, arising from costly 
wars, the peasantry have begun to sell their land. It is said 
that, since 1871, the landless peasants have increased from five 
per cent. to fifteen per cent. of the population, so that those 
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who fear the effect of an increasing number of landless peas- 
ants dependent solely on wages are seriously considering the 
advisability of restricting their right to alienate their land. 


Tue English papers have given the text of the Treasury 
Minute providing for the appointment of the Royal Commis- 
sion to investigate the changes in the relative values of the 
precious metal in recent years. This investigation has been 
ordered upon the recommendation of the Commission on the 
Depression of Trade; and the plan of inquiry is given in the 
Minute with some detail, under two general heads. The new 
Commission are to inquire (1) whether recent changes of value 


are due,— 
1. To the depreciation of silver ; or 
2. To the appreciation of gold ; or 
8. To both causes. 


They are next to inquire (2) what effects these changes have 
produced : — 


I. India. 
(a) Upon remittances of the Government of India. 
1. For payments on old or fixed contracts. 
2. For payments on new or current contracts. 
(b) Upon the persons in India who have to make remittances home in 


gold. 
(c) Upon the producers, merchants, and tax-payers of India. 


(ad) Upon merchants and manufacturers at home, who trade with India. 
Il. The United Kingdom. 
(a) Upon the trade of the United Kingdom with other silver-using 
countries. 
(b) Upon the foreign trade of the United Kingdom generally. 
(c) Upon the internal trade and industry of the United Kingdom. 


The duty of the Commission also includes an inquiry into 
possible remedies for existing evils. 

It is easy to agree with the opinion which has been expressed, 
especially by the Heonomist, that, as regards the first class of 
topics at any rate, the new investigation is not likely to con- 
tribute much. The field has already been well gleaned; and 
there seems to be little to be done, except, perhaps, to collect 
in systematic form matter which is now a good deal scattered, 
and to bring all information down to date. But, as regards 
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the second branch of inquiry, the effects of monetary changes on 
the condition of industry and trade, and on different classes of 
people, especially in India, there is no doubt need of a searching 
investigation and an opportunity for service of lasting value. 

The text of the Minute may be found in the Zeonomist of 
September 11, and also, with a list of the new commissioners 
(of whom Mr. A. J. Balfour is chairman), in the Financial 
Chronicle of September 25. 


Tue Economist for September 25 gives some consideration 
to the important question whether the fall in silver has af- 
fected the trade between Great Britain, with its single gold 
standard, and the silver-using countries. The figures from 
the statistical abstract show that the imports from silver-using 
countries have fluctuated in much the same way as the total 
imports from all countries, with, however, a decided decline ; 
and that the whole of the loss has occurred in the trade with 
China and Peru, which contribute about one-fourth of the 
trade with silver-using countries. The exports to such coun, 
tries show a considerable increase, having gained in larger 
proportion than the total of exports to all countries. But, 
here again, the gain is chiefly in exports to India and to the 
Argentine Republic, the latter country having been a large 
borrower. 

On the whole, the returns show no very marked result; and 
the conclusion of the Zconomist is that the fall in silver “has 
no doubt helped to hamper our trade with silver-using coun- 
tries, as a whole. But in this, as in other things, merchants 
have apparently been able to accommodate themselves to 
circumstances ; and, as a consequence, trade has not suffered 
to any very great extent.” To the same effect is the fact no- 
ticed by the Statist, that the export of English cotton piece- 
goods had increased more than twenty-five per cent. in the 
first six months of this year. 


Tue twentieth volume of the Tenth Census Report of the 
United States is entirely devoted to a special report on the 
statistics of wages in manufacturing industries, the retail 
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prices of the necessaries of life, and the statistics of trade 
societies, strikes, and lock-outs, by Joseph D. Weeks, the 
expert and special agent appointed for the purpose. In a 
prefatory note by President Walker, dated July 3, 1886, the 
remark is made that this is probably “the largest magazine of 
statistics relating to the wages of labor to be found in any 
single publication.” In several respects, besides its mere ex- 
tent and accuracy, as to which we are assured that no pains 
have been spared, the collection promises to be of great value 
as a contribution to economic history. 

In the tables of wages, the subdivisions of employments are 
separately reported upon, and the schedules are made com- 
mensurable by being reduced to the same unit of payment 
{by the day, in the majority of cases). Reports are given 
from 627 establishments, scattered over 53 industries, and 
found in every part of the Union, thus: — 


Boots and Shoes, . . 13 Tables from 9 States. 
Blast Furnaces, . . 40 “ “3 
Paper Mills,. . . . 36 * .a > 
Cotton Goods, . . . 36 * “2 ¢ 
Woollen Goods, . . 36 “ a 
Furniture, .... 41 “ “45 6 


It is of great importance that the rates of wages thus col- 
lected were for as many years as could be obtained. Thus 
73 tables run back at least to 1850, and in one case informa- 
tion was given to the bureau reaching back to 1801. 106 more 
cover the period of the war. The value of the material thus 
secured needs no explanation. The information secured as to 
hours of labor is also well distributed in time. In 772 reports 
are 84 statements as to hours of labor in 1830, and 350 as to 
hours in 1860. 

In the investigation of retail prices of the necessaries of 
life, as the purpose was to exhibit as far as possible the pur- 
chasing power of wages, the effort was made to obtain prices 
as far back as 1851, and with some success. A large part of 
the returns will give the opportunity for a comparison of 
twenty years, subject, of course, to the well-known drawbacks 
affecting all information as to retail prices and the goods 
retailed. 
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SILVER AS A REGULATOR OF PRICES. 


M. Lion Watras, professor at the Academy of Lausanne, 
and well known as the leading advocate and student of the 
mathematical theory of political economy, has reprinted from 
the Revue Scientifique (April 10 and 17, 1886) his “ Théorie 
de la Monnaie,” in which the author applies his method to the 
question of the standards. The paper is remarkable, both 
from the peculiarity of the conclusions reached and from the 
fact that the conclusions represent the final stage in a series of 
changes of opinion, produced by the author’s researches in 
pure political economy. 

Down to the publication of his Eléments @ Economie Poli- 
tiqgue Pure in 1874, M. Walras had advocated the single gold 
standard and the free issue of bank-notes. By steps marked 
by a succession of contributions to different journals and so- 
cieties, he became, a year ago, the advocate of a gold stand- 
ard with a token currency of silver to act as a regulator 
(monnaie @or avec billon d argent régulateur) and the prohibi+ 
tion of all notes. This is the arrangement which M. Walras 
expounds and defends against some criticisms, in his Théorie, 
starting from the proposition that “the scarcity of the mer- 
chandise used as money should so vary that the prices of other 
merchandise measured in it should be unchanged ”: — 


The object aimed at is not to make the scarcity and value of the 
money merchandise absolutely fixed. Among ordinary commodities 
there are some, like certain agricultural products, which, independently 
of weekly, monthly, or annual fluctuations, regularly increase in scarcity 
and value; and there are others, like most manufactured products, 
which, independently of fluctuations due to various causes, regularly 
lose as regards scarcity and value. All would be well if the variations 
in scarcity and value of the money merchandise were the means of the 
variations in scarcity and value of other kinds of merchandise. Gold 
cannot, any more than any other commodity, take on such a variation 
naturally; but gold can receive it artificially from the addition of silver 
pieces to the monetary circulation, or their withdrawal therefrom, as 
occasion may require. And it is to this point that I have shown that 
we should come,—of making these additions or subtractions in such 
a way as to bring back periodically to constancy the mean of the prices 
of goods. 
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To apply the system in a case like that now existing :— 


Gold alone is money to-day, and ought alone to supply the definition 
of the franc. The franc should be defined as ‘‘:#s = 4¢ grammes of 
gold, % fine.”? Silver is a token (dillon). For pieces of 4, 1, and 2 francs, 
—that is, of 2.5, 5, and 10 grammes of Ys fine,— it should be the divi- 
sionary token. For pieces of 5 francs,— that is, 25 grammes of yvv’s fine,— 
it should be the regulating token. A mathematical calculation, of which 
the practical detail is yet to be arranged, will teach us whether we ought 
to pour the regulating token (billon régulateur) little by little into the 
monetary circulation, or withdraw it. In the first case, we turn toward 
bimetallism, to which we shall actually come if we take enough silver 
from the bullion market to make its gold price rise from ¥s or % to rts. 
In the second case, we incline to gold monometallism, which we shall 
reach the day when no more silver pieces are left in circulation. 


It is easy to see that for the working of this system some- 
thing like universality is required. England and Germany 
must join the United States and the Latin Union in the use of 
token silver as legal tender, and all must agree upon the quan- 
tity to be struck by each and to be kept in circulation. All 
must agree also upon a strict regulation, at any rate, of paper 
issues, and especially of legal-tender paper, so that the varia- 
tion of the mean of prices from the assumed constant may 
be operated on with certainty by the stream of silver. To 
practical difficulties of this sort, unfortunately, no calculus 
can yet be applied; and M. Walras accordingly passes over 
them lightly, with the frank admission that he has not yet 
made a sufficiently deep study of them. He is clear, however, 
that something must be done to regulate the value of money. 


**Money,”? says M. Cernuschi, “‘ought to be automatic.’’ That is 
the rule laid down. But, on the contrary, money ought to be of real 
value equal to its nominal value. It ought, also, to be of a value as 
regularly variable as possible. That is what it ought to be. And if, to 
bring it to this, the State must intervene a little more than you have 
made it heretofore, money ought not to be and will not be automatic. 


The object aimed at by M. Walras appears to be to insure 
that a given sum of money shall always bear, as nearly as pos- 
sible, the same relation to a given mass of commodities, what- 
ever changes in production time may bring. Even if this be 
desirable, which is open to question, the mode of operation 
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presents difficulties not to be treated with levity. To make 
a selection of commodities, agricultural and manufactured, to 
be used as the standard, to assign to each its coefficient of 
relative importance, to determine the quantity of money and 
bullion in the country, and to ascertain the amount of the 
transactions settled by offset, are problems which will proba- 
bly be regarded more seriously by the practical financier than 
by the ingenious theorist. By one difficulty, however, M. 
Walras finds himself pressed. As a certain fluctuation of 
prices with the times must in any case be expected and 
allowed for, can the future movements of price be foretold 
accurately enough, to insure against an issue of token money 
on the eve of a rise of prices from other causes, or a with- 
drawal when prices would have fallen? If this cannot be 
insured against, the plan in operation might even exaggerate 
the fluctuations which it is desired to prevent. This and simi- 
lar difficulties of administration it seems hard to escape, if our 
dependence has still to rest on the range of view and foresight 
of merely human agencies. 


THE ARITHMETIC, GEOMETRIC, AND HARMONIC MEANS. 


The late Mr. Jevons repeatedly declared his preference for 
the geometric mean in economic investigations instead of the 
arithmetic mean, commonly used. He has also referred to 
the possibility of employing the harmonic mean. But he has 
nowhere left an explicit statement of his reasons for prefer- 
ring one mean to the other. 

The possibility of choice between different means does not 
exist in most of the cases which the student of physical sci- 
ence encounters. The mean is generally for the physicist the 
manner in which he infers the magnitude of a real quantity 
from a number of varying measurements. As the mean repre- 
sents a real quantity, it can evidently have but one true value, 
whether our defective knowledge enables us to know which 
mean gives this or not. Such a mean, representing a real 
quantity, is known according to its nature as the Precise 
Mean Result or as the Probable Mean Result. 
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Thus, the physicist makes several measurements of the 
length of a strip of steel. These measurements differ slightly 
from unavoidable errors in adjusting and reading the instru- 
ment; but the error is equally likely to fall on either side 
of the truth, and the true length is most probably the arith- 
metic mean of the measurements. For the proof of this 
proposition generally received, see Chauvenet’s Astronomy, 
vol. ii, Appendix. Such a mean, where the causes cannot 
be eliminated with perfect certainty, is called the Probable 
Mean Result. Again, the physicist may wish to obtain the 
exact weight of a body. No balance is exactly poised so that 
the two arms are precisely equal. But their difference effects 
the result by a known law of mechanics. This law shows that 
by weighing the body first in one pan and then in the other, 
and taking the geometric mean of the two weights, we shall 
get the exact answer. Such a mean is the Precise Mean 
Result. 

The mean commonly employed by the economist is of 
a quite different character. It is not a real quantity at all, 
but is a quantity assumed as the representative of a number 
of others differing from it more or less. It is made to stand 
for these other real quantities, for convenience in reasoning 
about them or in drawing general conclusions from them col- 
lectively. This is the Fictitious Mean or average, properly 
so called. Its fictitious character renders it possible to make 
choice among different values, and thus among different 
methods of finding it. This is generally overlooked by those 
who invariably use the arithmetic mean as if it were the only 
one which could be applicable. The only justification for any 
fictitious mean is to be found in its convenience as a represen- 
tative of the true quantities. It is upon this criterion that 
Mr. Jevons based his choice. 

The fictitious mean necessarily errs from the correct value 
for each real quantity which it represents. Mr. Jevons seems 
to imply that the mean to be chosen is that which most fairly 
divides the error among the quantities. 

He considers three means, the arithmetic, the geometric, and 
the harmonic. The arithmetic mean is that commonly used. 
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It may be defined to be the quotient of the sum of the quanti- 
ties by their number. Its general formula is : — 


aa ttot---m 





Its great simplicity recommends it for general use, and it at 
first sight seems to distribute the error very fairly. Thus, if 
we are considering the change in price of two commodities, 
one of which has remained unchanged, while the other has 
doubled in price, we take the arithmetic mean of 100 per 
cent. and 200 per cent., and get the average price, 150 per 
cent., a rise of 50 per cent. This is an error of 50 of the 
units employed for each quantity. But an error of 50 in 
estimating a quantity of 100 units is much more serious than 
in a quantity of 200 units. As we are at liberty to choose 
our mean as we like, however, we may still take the arith- 
metic mean, when we think it fairer to favor the commodity 
which has risen most. This may be right, when that com- 
modity is much the more important. The arithmetic mean 
will always be found to give a smaller proportional error for 
the larger quantities. 

The geometric mean, which Mr. Jevons prefers, is defined 
as the nth root of the continued product of » quantities. It 
may be defined in terms of the arithmetic mean as the quan- 
tity whose logarithm is the arithmetic mean of the logarithms 
of the given quantities. Its formula would then be: — 


log a = loga + loghb ++... .logm 


7 





The use of logarithms makes the geometric mean almost as 
convenient as the arithmetic. There are cases, such as the 
determination of the population at any time, its rate of in- 
crease being known, in which the economist must employ 
this mean. The mean is here a real quantity, and not ficti- 
tious. Mr. Jevons also thinks that it should be used in aver- 
aging changes of prices, and the like. There seems to be no 
reason why this mean should be used in such cases, except the 
very insufficient one that its result will fall between that of 
the arithmetic and that of the harmonic. Mr. Jevons seems 
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to imply that the error is more fairly distributed, and points 
out that, in the case above supposed, the geometric mean, 
about 141 per cent., would be more just, because, as he re- 
marks, }$? = 343. But there seems to be no reason why the 
fact that the ratio of the smaller quantity to the average is 
equal to the ratio of the average to the larger quantity should 
be considered of importance. If, as seems desirable, we seek 
to apportion the error fairly among equally important quan- 
tities, we must take the harmonic mean. 

The harmonic mean, defined in terms of the arithmetic, 
is the quantity whose reciprocal is the arithmetic mean of the 
reciprocals of the given quantities. Its formula is: — 

cS 1 
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This is a very awkward mean to calculate, which renders it 
undesirable for general use. But it does give the error fairly 
according to the size of the quantities. Thus, in the supposed 
case, the average price would be about 133 per cent., an 
error of 33 or one-third for the smaller quantity, an error of 
67 or one-third for the larger. 

The geometric mean may be better for general use, because 
it combines simplicity with an approach to a fair distribution. 
The fact that the mean is a fictitious quantity, and that it 
should be so taken that the error may be least misleading, is 
the ultimate criterion, and may determine a different choice 
in different cases. See Jevons’s Investigations in Currency 
and Finance, pp. 23 and 120, and the same author’s Prin- 
ciples of Science, 3d ed., chap. xvi., for the discussion upon 
which this note is based. F. CocGEsHatt. 


LEGISLATION FOR LABOR ARBITRATION. 


On account of the increased number of lock-outs and strikes 
during the past year, the legislatures of several of the States 
holding sessions for 1885-86 felt it their duty to make some 
provision for boards or tribunals of arbitration created or sanc- 
tioned by the State. Four States—lIowa and Kansas in the 
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West, followed by two leading manufacturing States of the 
East, Massachusetts and New York—have passed acts to 
create or authorize such boards. A comparison of these four 
acts will illustrate the workings of the boards. 

In the first place, how and of whom are these boards to be 
composed? By the acts of the two Western States, Kansas 
and Iowa, they are designated as tribunals, and are to consist 
of even numbers, to be composed half of employers and half 
of employés. These tribunals are to be licensed or author- 
ized by the district court of a county or by the judge thereof, 
upon petition in a prescribed form, by certain interested 
parties. In Kansas, the parties by whom such a petition may 
be signed are two,—either by five or more employés or “ by 
two or more separate firms, individuals, or corporations within 
the county who are employers within the county”; and the 
board or tribunal is to consist of four men, to be named in 
the license. In Iowa, the petition must be signed “by at 
least twenty-five employés,” and by “four or more separate 
firms, individuals, or corporations within the county, or by 
at least four employers, each of whom shall employ at least 
five workmen, or by the representative of a firm, corporation, 
or individual employing not less than twenty men in their 
trade or industry ”; and the tribunal shall consist of not less 
than two employers or their representativés and two work- 
men or their representatives, each of the two classes always 
to have half of the full number, and they shall be named by 
the parties in their petition for a license for the tribunal. 
Finally, in both States, the courts have power, upon motion, 
to refuse the license if the representative character of the 
petitioners is found to be otherwise than as stated. In New 
York, the method of creation of the ordinary arbitration 
boards authorized under the act is much the same as in these 
Western acts. The board is first created by the appointment 
of two members by each of the contending parties and the 
selection of a fifth member by the first four. They are then 
licensed by the county judge, and, having given their consent 
to act, are ready for business. In Massachusetts, the act 
provides for a single State Board of three members, to be 
appointed yearly by the governor. One member must be 








88 QUARTERLY JOURNAL OF ECONOMICS 


an employer or of some association representing employers 
of labor, one must be a member of some labor organization, 
and not an employer, and the third shall be appointed upon 
the recommendation of the other two; but, if they fail to 
agree on the third man within thirty days, the governor shall 
appoint him. The act also makes it lawful for parties to 
a controversy who might apply to the State Board to agree 
upon a board of arbitration of their own choosing, which 
board shall have and exercise all the powers of the State 
Board, and have exclusive jurisdiction in the matters referred 
to it. 

In three, then, out of the four acts, the ordinary boards 
are given their authority by the county courts, and are of a 
local character. In the fourth, that of Massachusetts, where 
the board is created directly by the governor, the board has 
jurisdiction over the whole State. With the exception of 
the New York boards, the term of a board’s existence is one 
year. In New York, the authority of a board ceases as soon 
as it has rendered a decision in the original submission, unless 
there have arisen and are in existence other grievances or 
disputes of a nature similar to the one for which the board 
was created, in which case the parties to such other disputes 
may submit them to the board; and the board shall have 
power as if originally created for such other disputes. 

In the matter of compensation, the Massachusetts act is 
the most liberal, allowing $5.00 a day for each day of actual 
service, in addition to all necessary expenses. Kansas allows 
$2.00 a day for each day of actual service. The Iowa act 
orders that the expenses of arbitration shall be met by volun- 
tary subscription, and the New York act makes no mention 
of any compensation whatever for its county boards. 

In all of the acts, submission of disputes or grievances to a 
board of arbitration is voluntary; but the method varies as 
well as the cases which may be the subject of such arbitration. 
In Massachusetts, submission can only be made in case the 
question may not be the subject of a civil suit or a bill in 
equity, and then only in case it is a dispute between employés 
and an employer, whether an individual, copartnership, or cor- 
poration, who has at least twenty-five employés in the same 
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general line of work. The application for action by the 
State Board must be signed by the employer or by a majority 
of his employés in the same general line of work, or their 
agent, or by both parties, and must contain a promise to con- 
tinue in the business or at work without lock-out or strike 
until the decision, if made within three weeks. In New York, 
submission may be made whenever any dispute arises between 
any firm, joint-stock association, company, or corporation, and 
its employés. Apparently there must always be joint action, 
because the first four members of the board to arbitrate must 
be appointed by the respective parties before application is 
made to the court for a license. The board presents its own 
petition to be established. In Kansas and Iowa, both parties 
must take action in the submission; and the tribunals are 
to act in settlement of disputes in the mining, mechanical, or 
manufacturing industries. Submission is voluntary, then, in 
all four States; and, in three, this voluntary submission, as 
described, is the moving force for the very creation of the 
tribunals or boards of arbitration. 

In Kansas and Iowa, disputes arising in adjoining counties, 
as well as those in the county of origin, may be submitted 
to a tribunal of arbitration once created, at any time during 
the year of its duration. The tribunal sits at the county 
seat. In New York, although “similar disputes” may be 
submitted to the ordinary boards when created, it is intended 
that they shall be local in their action. The Massachusetts 
board, which has jurisdiction in any part of the State, may 
travel from the scene of one dispute to another, holding its 
hearings in the towns where the disputes arise. 

New York is the only State which provides for an appeal 
from the decision of the board first hearing the case. For 
that purpose, a salaried State Board of arbitration of three 
members, to be appointed annually by the governor, one 
from each of the two principal political parties, and the third 
from a bona fide labor organization, was created. It is the 
business of this board simply to hear appeals from the local 
boards. These appeals must be made within ten days after 
the filing of the decision by the local board. The decisions 
of this State Board are to be final upon both parties. In 
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Massachusetts, the decisions of the State Board are final upon 
the parties who join in the application for six months, or 
until either party has given the other notice in writing of an 
intention not to be bound at the end of sixty days therefrom. 
In Kansas and Iowa, where the tribunals are composed of 
equal members, half being taken from each party, the possi- 
bility and likelihood of a futile termination of the arbitration 
by deadlocks in the tribunal have been guarded against by 
systems of umpires slightly different. By the Kansas act, the 
umpire is appointed by the court at the same time that it 
grants the license or authority to the tribunal; and this 
umpire shall be called upon to act only upon a disagreement 
by the tribunal at three consecutive meetings. Submission to 
him must be made in writing and signed by a majority of the 
tribunal or by the contending parties, and must contain con- 
sent that his decision shall be final. This decision he must 
make within five days from the time of submission to him. 
In Iowa, the umpire is selected by the unanimous vote of the 
tribunal. The other portions of the Iowa act relating to the 
umpire are essentially the same as in the Kansas act, except 
that he has ten days within which to make his decision. 

It is a natural question how the awards of these boards are 
to be enforced or of what force they are in themselves. The 
New York law simply provides that the awards of the local 


. courts “shall be a settlement of the matter referred,” and that 


the decision of the State Board for appeals shall be final and 
conclusive upon both parties to the arbitration. The Massa- 
chusetts act provides that the board shall advise the respec- 
tive parties what ought to be done to adjust the dispute, and 
make a written decision, a decision binding for six months, 
upon the parties who joined in the application or until either 
party has given the sixty days’ notice spoken of above. In 
Iowa and Kansas, the award is simply “final and conclusive 
on the parties” in the ordinary cases of dispute; but, when 
award is made and recorded of a specific sum of money, the 
proper court may, on motion, enter judgment thereon. \ 
Finally, the legislatures, in attempting to remedy the evils 
of constant disputes between employers and employés, seem to 
have taken but little notice of the numerous labor organiza- 
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tions. In the two Western acts, no mention whatever is 
made of labor organizations; and the difficulty is treated as if 
simply one between master and men. In Massachusetts, the 
only recognition of organized labor is in the provision that one 
of the three members of the State Board shall be selected 
from some labor organization. In New York, however, the 
organizations of laborers receive more distinct recognition. 
In making up the local boards, two members are to come 
from the employés. The act reads :— 


When the employés concerned are members in good standing of any 
labor organization which is represented by one or more delegates in a 
central body, the said body shall have power to designate two of said 
arbitrators. . . . In case the employés concerned in any grievance or 
dispute are members in good standing of a labor organization which is 
not represented in a central body, then the organization of which they 
are members shall have the power to select and designate two arbitrators 
for said board. 


And, of the three members of the State Board, one is to be a 
member of “a bona fide labor organization.” But, even in 
New York, the disputes are spoken of not as disputes between 
labor unions and employers, but simply as disputes between 


“any employer and his employés.” 
H. M. Wit11as. 


CORRESPONDENCE. 


PARIS, September, 1886. 

In reviewing the economic situation, the first thing to con- 
sider is the state of the finances. Now, the essential charac- 
teristic of the French finances is the continuous increase of 
the budgets. Thirty years ago, the French budget for the 
first time had reached the figure of two milliards of francs; 
and, some members of the legislative body crying out at the 
enormity of this figure, M. Thiers said: “Bid adieu to it, 
gentlemen. You will never see it again.” In fact, we have 
never seen it again. And since that time we have bid adieu 
to the third milliard, also. I speak here, observe, only of the 
ordinary budget. We have, moreover, the extraordinary 
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budget, which is very variable, but which increases oftener 
than it diminishes, and which for the current year represents 
in expenditure very nearly a half milliard. And, if to this 
double budget of national expenses we add the local, depart- 
mental, and communal, which follow an equally rapid progres- 
sion, it is no longer the three milliards, but the four, which 
we have seen for the last time. 

Unhappily, the receipts no longer follow the same course 
as the expenditures; and, since 1879, it is only by the most 
transparent artifices of accounting that it has been possible 
to mask the always increasing deficits of the budget. Or, if 
a balance has been secured, it. has only been by disguised 
loans, which for the most part escape parliamentary control. 
These secret loans, increasing little by little the floating debt, 
have finally rendered indispensable the loan of one milliard 
of francs in three per cent. perpetual rentes, which has been 
issued by authority of the Act of May 1, 1886. Of the pro- 
ceeds of this loan, only 105 millions are applicable to expenses 
which are still to be incurred, to complete the re-establish- 
ment of our military equipment. 

Beginning from 1880, it must be admitted, the situation 
has begun to be less favorable. The crisis has occurred, in- 
dustrial and commercial activity has slackened, exchanges 
with foreign countries have diminished, receipts from taxes 
have fallen below the estimates in the budget, and have 
declined from year to year. And yet the expenditures have 
not ceased to increase. By a strange economic and-financial 
aberration, it seems to have been believed —in fact, was be- 
lieved — that, by spending much, it would be possible to give 
a new impulse to industry, to commerce, and to agriculture. 
Even at the hour when I write, it only begins to be under- 
stood that this was a mistake. There is now much talk of 
economy for the next fiscal year; but it is easy to see that 
the economy will reduce itself to some hundreds of thousands 
of francs, pruned from the budget of each ministry, that the 
great expenditures will go on, and that the supplementary 
credits will be kept up as before. I do not believe that we 
have yet reached the moment when legislators and statesmen 
will decide to enter upon a path of serious economy. For 
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that there would be necessary a political change of heart, 
of which nothing shows the approach. 

In the mean time, the country begins to complain. It finds 
the taxes too heavy; and every class of tax-payers do their 
best to secure, if not suppression, at least diminution, of the 
charges which weigh particularly upon them. And so we 
have seen brought forward in the Chambers and in the press 
during some years past a crowd of projects tending toward 
the reform of our system of taxation. The greater part of 
these projects proceed from the Radical Socialistic party, and 
look towards the suppression of the indirect taxes, especially 
of the octroi duties, which have a considerable place in the 
budget of the great cities. At Paris, these duties on the 
average yield from 130,000,000 to 135,000,000 francs, having 
even yielded 150,000,000 in 1882. The octroi is represented 
as particularly burdensome for the laboring class. It is even 
charged with being an inversely progressive tax, increasing 
for every class of tax-payers in the inverse ratio of their abil- 
ity to pay. It is said, also, that the octroi is a veritable inter- 
nal custom-house,—a barrier raised against the free circula- 
tion of merchandise. This last complaint is well founded 
only to a certain degree and in a certain point of view; the 
other, however, only in appearance and in the eyes of super- 
ficial observers. M. Paul Leroy-Beaulieu and other econo- 
mists, among whom I must name M. Ernest Brelay, have 
shown by authentic figures that the octroi is paid especially 
by the rich and well-to-do, who are the only, or almost the 
only, consumers of certain’ articles subjected to this tax,— as, 
for example, of building materials, hay and grain, and com- 
bustibles,— and who consume the greater part of the other 
goods taxed, especially of the wines and liquors and of the 
meats, in direct ratio, and not in inverse ratio, to their tax- 
paying ability. The adversaries of the octroi, moreover, 
reason as if this tax weighed equally upon all the town popu- 
lations. Now, in the first place, out of more than 36,000 
communes existing in France, there are only about 1,540, 
representing a total population of less than 12,000,000, who 
are subjected to the octroi; and these are subjected to it vol- 
untarily. In the second place, in the great majority of these 
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communes, the goods which are taxed pay only insignificant 
duties upon their entry. Really, then, it is only Paris and 
perhaps a dozen large cities which find in the octroi any 
considerable addition to their taxes. It is easily understood 
that the more ignorant socialists, who are in the habit of con- 
sidering the workmen of the great cities as forming by them- 
selves “the people,” should conceive a blind hatred against the 
octroi. But it is astonishing to see an economist like M. Yves 
Guyot, a deputy from Paris, carry on the campaign against 
the octroi with ardor, and demand its replacement by a tax 
not on the income, but on the selling value of reui estate, 
whether built upon or not. 

Another economist, M. Emile Alglave, Professor of Finan- 
cial Science at the School of Law in Paris, has recently made 
some noise with a project aiming to give to the State the mo- 
nopoly of wholesale dealing in alcohol. According to the cal- 
culations of M. Alglave, this monopoly should yield at least a 
million of francs, which would allow the suppression of the tax 
upon wines, and of some others selected from the most objec- 
tionable. But this singular and complicated project, which it 
would take me too long to explain here, has had no success. 
The socialists did not understand it, and the economists and 
serious financiers were unanimous in rejecting it. Alcohol 
(already subjected here to taxes which have risen by succes- 
sive steps to the respectable figure of one hundred and fifty- 
six francs the hectolitre of pure alcohol) rates, however, in 
the eyes of some persons, as a commodity in some way indefi- 
nitely taxable ; and so we have seen, during the last legislative 
session, one deputy, M. Henri Germain (not re-elected last 
October), propose to the Chamber the suppression of the land 
tax upon agricultural property, and its replacement by a new 
additional tax upon alcohol. 

Among the projects for fiscal reform with which we have 
been occupied in France this year, I must not forget to men- 
tion the revision of the cadastre, and what is called the equali- 
zation of the land tax, for the purpose of establishing what 
we have never had, an exact proportion between the land tax 
and the real income of land. This is not the first time, by 
any means, that this question has come up; but its solution 
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more and more seems to be about as chimerical as the quadra- 
ture of the circle. The revision of the cadastre is an operation 
which would require several years, and its results could never 
present anything more than a comparative and temporary ex- 
actness; for the revenue of land, often very difficult or even 
impossible to estimate at a given moment, may vary seriously 
from one year to another. I must say, however, that the 
Director-General of direct taxes, M. Boutin, published, two 
years ago, a large graphic atlas containing all the elements 
for as exact an estimate as possible of the income from prop- 
erties not built upon. This is a fine piece of work, done with 
the greatest care, and certainly valuable for economists and 
statisticians; but I doubt whether it can serve as a basis for a 
new and equitable apportionment of the land tax. 

In the mean time, of all the fiscal reforms which can be pro- 
posed, the only really beneficent one would be that which con- 
sisted, not in making the weight of the public charges press 
upon certain classes of citizens rather than upon others, but in 
lightening the charges by successive remissions. Unhappily, 
this sort of reform would require, as an essential condition, a 
considerable reduction of expenses; and, to effect this reduc- 
tion, it would be necessary to give up the errors of what is 
called by the new name (although the thing itself is as old as 
the world) of State socialism, which are the principal causes 
of the inflation of the budget,—aside, that is to say, from 
purely political causes, such as the necessity imposed hence- 
forth upon all the peoples of continental Europe of maintain- 
ing armies and the material of war on an increasing scale. 

State socialism, it is well known, is a method, a policy, rather 
than a doctrine. Indeed, it is repugnant to everything like 
doctrine. It has the pretension of being, above all, practical, 
and of holding itself on its guard against absolute systems. 
Its advocates, who dislike the name, contend that the State 
should not hold aloof from anything, that nothing is done 
well, and especially nothing great, if the State does not take 
a part; and that certain great affairs, being of general or na- 
tional interest, can be well managed only by the State. They 
maintain, also, that the State should give solicitous attention 
to everything which concerns the well-being of the laboring 
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class, without neglecting, however, the prosperity of industry, 
of commerce, and especially of agriculture, or, indeed, of any 
branch of national labor. But what principles, what rules, 
should guide public authority in the accomplishment of so 
vast and complicated a task, nobody can tell. As regards 
principles, equality and solidarity are invoked, which every 
party and every sect understands in its own way. As regards 
rules of conduct, there is no other than to satisfy, so far as 
possible, the electing body, which, henceforth, is the sovereign. 
But, as the electing body is composed of very diverse ele- 
ments, the difficulty is solved by taking so far as possible a 
mean between the extremes. The course really pursued, 
then, is one of complete empiricism and of thoroughly arbi- 
trary determination; and men are happy when they can 
fasten upon some dogma universally admitted by all fractions 
of the democratic party, such as that which confers upon the 
State the high duty of distributing instruction in all degrees 
and under all forms to all classes of society. 

It is by the application of this dogma that education has 
become, in the hands of the State, the most formidable and the 
most costly of monopolies. It is admitted, without any one 
venturing to contradict, that the first duty of the democratic 
State is to scatter with free hands every kind of instruction, 
— except religious instruction, which must be rigorously ban- 
ished from the schools, from the lycées, and from the faculties, 
and confined to the churches. I say that education is a mo- 
nopoly of the State. It is also a sacred function; and the edu- 
cating body, having at its head the ministry and superior 
council of public instruction, is a veritable lay church, which is 
rising up over against the religious churches, and especially 
the Catholic Church. But, as it has not been possible to 
legally suppress liberty of education, it has come to pass that 
the Catholic Church, always rich and strong, has maintained 
its schools and its universities in competition with the State, 
and that it is the free lay instruction which alone has almost 
completely disappeared. 

State socialism has shown itself, moreover, in the exagger- 
ated extension of great public works under the famous Frey- 
cinet plan, the complete execution of which it was necessary 
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to give up, and in the creation of a so-called experimental net- 
work of State railways. If an experiment was all that was 
really desired, it might now be regarded as conclusive ; and it 
would be necessary to cede to companies quickly and at any 
cost the fragments of which this network is composed. But, 
in reality, the wish was to have in hand a practical instru- 
ment for the elections; and that is the sole reason for exist- 
ence of the State network, and not a good reason. 

In the industrial and commercial order of things, State 
socialism has for its principal expression the protectionist 
policy,— not, I repeat, in virtue of any system, but for the 
simple reason that there is no middle course between free 
trade and protection; and, when the first is rejected, on the 
pretence that it is an absolute system, you come necessarily 
to the second, which its partisans are careful not to build up 
theoretically as a system, contenting themselves with calling 
for it in the name of national interests. Thus it is that the 
agriculturists and manufacturers demand protection against 
the competition of English and German industry, and against 
the invasion of agricultural products from the United States, 
from India, and from Australia. The workmen themselves 
wish to be protected against the competition which Belgian, 
Italian, German, and Swiss workmen keep up in France itself. 
For the time, the manufacturers have obtained all that they 
could,— a general tariff, under which the duties of 1860 have 
been increased by thirty per cent. and upwards, and the rupt- 
ure of the treaty of commerce with England. The manufact- 
urers of sugar obtained in 1884 for the period of three years 
an additional tax of seven francs the kilo on raw sugars com- 
ing from European countries and ports. This year, they 
have obtained the extension of this tax for a new period of 
three years. They asked also for the extension of the tax 
to foreign colonial sugars, but the Chamber thought that it 
had granted enough; and, for the moment, they had to be 
content with the extension of time. It is well to say that 
the plainest effect of our legislation upon sugars has been to 
diminish our exports of raw and refined sugars by 39,000,000 
francs since 1877. 

I come now to the agriculturists. Formerly, the agricultur- 








98 QUARTERLY JOURNAL OF ECONOMICS 


ists of France were free traders. They had no foreign com- 
petition. But, for some years, the immense development of 
the cultivation of wheat and of the rearing of stock in the 
United States, and the reduction to cultivation of a vast ex- 
tent of ground in India and in Australia, with the facility and 
the low cost of transportation, have brought great quantities 
of foreign agricultural products into the European markets. 
However, the importation of cattle into France is not consid- 
erable: it is almost non-existent. But our cattle-raisers have 
acted as if this importation threatened them with ruin, at the 
same time that the cultivators of wheat declared that they 
were reduced to misery by the competition of American 
wheat. The truth is that the importation of foreign wheat 
into the European market, and especially the French market, 
coincides with what is commonly called the agricultural crisis ; 
that is, the fall in rents and in the selling value of land, 
which has succeeded the continuous rise of several years pre- 
vious. Moreover, the development of industrial labor and 
the great works undertaken by the State and by cities have 
brought about a steady emigration of peasants to the cities 
and a rise in agricultural wages, which, in some regions, is 
from two to three hundred per cent. Finally, agricultural 
science has made little headway in the country, and the 
methods of cultivation are backward, so that the return by 
the hectare is small (fourteen hectolitres on the average), and 
the cost of production excessive. These are the true causes 
of the suffering of which the agriculturists complain; but, 
instead of tracing the thing back to its causes, and relying 
upon their own energy, they have neither seen nor wished 
to see anything except the foreign competition. They de- 
manded of the parliament that it should protect them from 
this competition by higher taxes upon all foreign agricultural 
products. Now, of two things, one,—either the additional 
tax must be light, and then its protective effect must be noth- 
ing, or it must be heavy, and in that case must result in mak- 
ing subsistence dearer, which is not an admissible course 
under a republican government. In this case also, then, a 
middle course has been taken. Some insignificant taxes have 
been granted to the agricultural protectionists, in order, it is 
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said, to give them a “moral satisfaction.” This “moral satis- 
faction” has been weak, the material effect of the tax being 
slight, and the sufferings of agriculture being neither more 
nor less than before, as the economists had predicted. The 
protectionists then returned to the charge this year, demand- 
ing a new increase of tax, which would have raised the price 
of wheat by thirty per cent.; but they had to do with a new 
Chamber, where the radical element has an important place. 
Now, the radicals in general are free traders, and especially 
they do not mean that the subsistence of the laboring popula- 
tion should be made dearer for the gratification of the great 
farmers and rural proprietors. The project submitted to the 
Chamber, after a brilliant discussion, was therefore sent back 
to the committee, which was equivalent to rejection, pure and 
simple. 

In view of this attitude taken by the great manufacturers, 
cultivators, and rural proprietors, we must not be surprised 
that the workingmen have also demanded to be protected. 
The first class wished that the State should insure them good 
profits and good rents by protecting them against the com- 
petition of foreign goods. But when the workingmen com- 
plain of the competition which their Belgian, German, Swiss, 
and Italian brethren keep up in France itself, the most pro- 
tectionist of employers become free traders without thinking 
of it. For they find it a good thing to employ, and even to 
call in, these foreign workmen, to whom they pay lower wages 
than to French. The latter demand naturally that the State 
should protect them against their employers, by whom they 
complain that they have been exploited. I believe that the 
case is the same in all countries. But what our workingmen 
have obtained so far from the republican parliament comes to 
very little. Numerous projects have been presented for their 
benefit ; very few have been finally voted. The most impor- 
tant is that which authorizes the formation of trade syndicates, 
which had already existed for some years, thanks to toleration 
by the government. But, although the employers have formed 
important syndicates, which have rendered good service, the 
workingmen have profited very little by the new advantages 
which the law allows them. There are to-day in France hardly 
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more than three hundred societies bearing the title of syndical 
chambers of workingmen. They represent altogether only a 
trifling minority among the real laborers; and the socialist 
politicians who manage them use them chiefly in organizing 
strikes, almost always ill-timed. These chambers, therefore, 
are looked upon unfavorably by the employers, who, when 
they have to dismiss workingmen, always choose by prefer- 
ence men who are connected with these syndicates. 

These exclusions are the cause of the greater part of the 
strikes which we have had for the last two years, especially 
that of the coal mines of Anzin, which was the most consider- 
able. As for the famous strike at Decazeville,— especially 
famous because it began by the murder of the engineer Wat- 
rin, who was an object of hatred to some of the leaders,— that 
was altogether an artificial strike which no real grievance 
justified. Nevertheless, it lasted for several months, simply 
because it was kept up by the efforts of professional dema- 
gogues, and supported by abundant subsidies, of which the 
municipal council of Paris supplied a part at our expense. 
The radical socialists of the Chamber took the occasion of this 
strike to invite the government, not only to intervene in the 
affair and to support the workingmen against the company, 
but also to deprive the company of its property, and to 
commit the management of the property to the hands of the 
associated workmen. This extravagant demand met its de- 
served fate, and the government was able to say with truth 
that the law did not allow it to do what they asked. 

The strike of workmen of the Société du Materiel Agricole 
of Vierzon, which is going on at this moment, was caused 
by the dismissal by the company of a certain number of 
workmen whom it could no longer employ, one hundred and 
forty out of two hundred and eighty. The workmen who 
were dismissed have undertaken to compel the company to 
retain all its men, employing them but three or four days a 
week and for but five or six hours a day. The company con- 
sented to keep one hundred and forty men, and could do no 
more. Those thrown out of work then used menaces and 
violence to lead the others to desert the workshops, and suc- 
ceeded, in spite of the efforts of the authorities to compel 
respect for the liberty of labor. 
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I shall not dwell upon some other strikes of less importance 
which have occurred. On the whole, we can say that France, 
in this respect, is much more favored than the other great in- 
dustrial nations, in spite of the complete liberty of meeting, of 
association, of speech and press, which has existed here now for 
ten years; in spite of the deplorable support which the least 
justifiable of the demands of the workingmen secure in one 
section of parliament and in certain of the municipal councils, 
especially in that of Paris. The country, as a whole, enjoys, 
under the republican government, an internal peace which 
no other rule has ever given to it. I can say as much as 
regards external peace, in spite of the noise which extreme 
partisans have made with respect to the expeditions to Ton- 
quin and to Madagascar. It is absurd to compare these ex- 
peditions with that of Mexico, which was one of the most 
disastrous follies of the imperial régime. 

It is, however, a question much controverted among states- 
men and among economists whether France ought or ought 
not to extend her foreign possessions. This question has 
given occasion, not only in the Chamber and in the Senate,’ 
but in the Society of Political Economy, for brilliant debates, 
having a high degree of interest. For my own part, I am 
one of those who think that a great maritime power like 
France ought to make herself felt in every part of the globe, 
that she has her part to play in the general work of civiliza- 
tion and in the improvement of barbarous and savage coun- 
tries, that she belittles herself and condemns herself to a hu- 
miliating situation, if she lets herself be supplanted everywhere 
by rival nations. Certainly, colonization is an ambition which 
requires sacrifices; but, in everything, progress is secured only 
at this price. The more and more feeble increase of the pop- 
ulation of France, and the indisposition of most French people 
to emigrate, are no serious objections. It does not require 
many men to establish prosperous colonies of exploitation, alto- 
gether distinct, it must be remembered, from colonies of pop- 
ulation: it requires simply an able, firm, and honest colonial 
policy. If our policy has sometimes failed in the two former 
qualities, and especially the second, at any rate no one can 
deny it the third, which is not the least important. To those 
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who deny that France has the colonizing genius, an effective 
reply has been made by referring to the profound and unalter- 
able attachment of our fellow-citizens in the colonies for the 
mother land; and what we have done in Algeria, what we are 
doing at this moment in Tunis, sufficiently shows that our 
domination or our protection may be in fact a benefit to peo- 
ples subjected to them, and also an advantage for the mother 
country. This question of colonization is treated in a mas- 
terly way and under all its aspects in the work of M. Leroy- 
Beaulieu, Le Colonization chez les Peuples Modernes, of which 
the third edition has appeared this year. It is treated also 
with much talent and with an enlightened sentiment of pa- 
triotism by a young publicist, M. Louis Vignon, in the volume, 
also published this year, with the title Les Colonies Frangaises. 
In concluding this incomplete sketch of the present situa- 
tion, it must be said that the condition of things no doubt 
is far from being what one might desire; and I have not hesi- 
tated to indicate the weak points. But it would be unjust 
to judge it too severely. The economic education of the 
French nation is yet to come. France has remained socialistic 
at bottom, in this sense: that she does not yet understand that 
anything can be done in the economic order of things or in 
the moral order without the intervention of the State. But 
the great majority of our population hold in horror the doc- 
trines professed by the fanatics. France is, as Leroy-Beaulieu 
recently said, in the socialist state of mind, although she 
hardly knows what socialism is. She knows as little, it is 
true, what political economy is, although instruction in this 
science has made great progress within a few years past. 


ArtTHuR MANGIN. 
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APPENDIX. 


WAGNER ON THE PRESENT STATE OF POLITICAL 
ECONOMY. 


[In a recent number of the Jahrbiicher fiir National-Oekonomie 
und Statistik,* Professor Adolph Wagner reviews Cohn’s System der 
National-Oekonomie, of which the first volume appeared in 1885, and 
takes occasion to discuss at length the present state of political econ- 
omy in Germany. This discussion, coming from one of the most 
eminent of living economists, is worthy of wide attention. For the 
benefit of those to whom the original article is not accessible, we 
reproduce such parts of it as treat of the general problems of political 
economy. Of some parts we give an abstract, others are translated 
in full. 

Wagner begins with a brief reference to the controversy which 
arose among German economists in 1882 on the appearance of 
Schénberg’s Handbuch der Politischen Oekonomie. At that time, 
Schmoller, the leader of the more extreme historical school, had 
expressed his doubt whether the time had come for a new systematic 
work on political economy. He believed that the researches of Ger- 
man economists were bringing about a complete revolution in the 
subject, and that, until this revolution had run its course, no treatise 
of permanent value could be produced. Economic science would 
eventually resolve itself into the history of economic events,— indeed, 
into the history of human society in all its aspects; and the prin- 
ciples of political economy would be no more than an account of 
the general lines of progress which we observe in economic and social 
history. In opposition to these views, Wagner had maintained that 
economic history and economic theory were not to be identified. 
Side by side with historical investigation, and not to be dispensed 
with by such investigation, must come speculative deduction,— the 
analysis of the desires and motives that underlie industrial activity. 
And, as to a systematic exposition of economic science, such as was 
given in Schénberg’s collection of treatises, something of the kind 
was essential. A general view of the subject was the more indis- 
pensable as the field of economic science became larger, and special 
works and monographs became more numerous and more detailed. 


* Heft 3 of vol. xlvi. (vol. xii. of Neue Folge), issued March, 1886, 
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The controversy on these fundamental questions, begun by Wagner 
and Schmoller, has not ceased. Some of the historical economists, 
in their reaction against the attitude of certain English writers, 
especially those of the so-called Manchester School, have gone so far 
as to consider historical investigation the only “scientific” method 
in political economy, and to look with a certain contempt on those 
whom they call dogmatists and theorizers. Roscher and Knies, the 
leaders of the original historical school, never went so far; but 
Schmoller and the younger historical economists have adopted this 
tone. Against them, in the last two or three years, a second reaction 
has set in,—a reaction against the exaggerations of the historians 
and in favor, once more, of a theoretic and deductive treatment. 
This second movement has its chief strength in Austria. Among 
othere, Menger of Vienna (Untersuchungen iiber die Methode der 

haften und der National-Oekonomie insbesondere, Leipsic, 
1883), Sax of Prague (Wesen und Aufgabe der National-Ock " 
Vienna, 1884), Boehm-Bawerk of Innspruck (Kapital und Kapitalzins, 
Innspruck, 1884), have protested against the narrowness of the his- 
torical method. They have insisted on the need of abstract and 
deductive reasoning for the solution of economic questions. Menger 
is the most active and prominent of the Austrian writers, and has 
entered into a somewhat heated controversy with Schmoller. Indeed, 
Menger seems to go as far in his protest against the exclusive use of 
historical investigation as Schmoller does in his contempt of theory 
and deduction. Each writer considers his own method of investiga- 
tion to be the only “ exact ” and “scientific” one, and looks down on 
the other’s work as unproductive of valuable results. 

It may be noted that, since Wagner’s article was written, another 
sign of the reaction against the historical school has appeared, in the 
inaugural dissertation of the newly appointed professor of political 
economy at the University of Freiburg, E. v. Phillipovich (Ueber 
Aufgabe und Methode der Politischen Oekonomie, Freiburg, 1886). 
This scholar declares himself in favor of the strict deductive method. 
His address is reviewed by one of the historical economists in the 
Jahrbuch fir Gesetzgebung, Jahrgang 10, Heft 3, p. 346. 

As between the two schools, Wagner takes a middle position, 
though he confesses that he leans more to Menger’s views than to 
Schmoller’s. But, first of all, he utters a word of warning against the 
division of economists into opposing schools. He says : —] 

Nothing is, in my opinion, more harmful for the true ad- 
vance of a branch of knowledge than that a given tendency 
in it, which happens to fit the abilities, the turn of mind, the 
training of individual scholars, which may indeed be fruitful 
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and necessary, is carried so far as to demand for itself an ex- 
clusive control, and to pretend that in it is the only true sci- 
ence. Then comes the development of divided “schools,” and 
the pursuit of the subject solely on the plan of one or the 
other “school” (die Verschulung des Faches). The result is 
that a valuable line of thought, first entered on by great 
leaders, continues to be followed mechanically by a set of 
commonplace imitators,—men, it may be, of high technical 
training, and the more arrogant for that. The history of the 
fine arts has often shown a similar development. Cliquish con- 
ceit and exclusiveness, contempt of the work of men of other 
views, are, unfortunately, a part of this state of things... . 
Ought it to be so hard, and, above all, for men of science, to 
admit that there may be not only different degrees of ability, 
but different kinds of ability, and, therefore, differences of 
inclination, of tendency, of use of method? And, moreover, 
to grasp the immense advantage of such differences in a 
many-sided cultivation of the field of knowledge? The truth 
is that there are minds that tend to deductive reasoning, to sys- 
tematic exposition, to generalizing and dogmatizing; there are 
other minds of a more “historical” bent, that turn to induc- 
tion, to historical and statistical investigation. The latter lean 
to special study, even to microscopic study: the former lean 
to systematic arrangement. Each tendency has its strength 
and weakness, its merits and defects. 

[Wagner’s own views as to the method of political economy are de- 
veloped in another part of the article, which will presently be given in 
full. But he indicates them with sufficient clearness, when he quotes 
with approval a passage from Cohn’s book, in which that writer de- 
clares it to be illusory to expect an explanation of economic phenom- 
ena either from the mere collection of historical and statistical data 
or from deductive reasoning alone. Wagner is inclined to lay more 
stress on the value of deduction than Cohn does, yet admits that 
his own bent of mind may give him some bias on this subject. 
The great limitation in the use of deductive reasoning is, he be- 
lieves, that the conclusions reached by it are only true hypothetically. 
They are no more than approximate truths, or tendencies. How far 
the tendencies are carried out in actual fact must be ascertained 
through history, statistics, and induction in all its forms. 

Of Cohn’s book, Wagner speaks in terms of high praise. He wel- 
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comes it more especially because of its comparative brevity and its 
graceful style, which will serve to spread its views more widely than 
would be the case with a book written chiefly for scholars. It will 
aid in disseminating among newspaper writers, among men in public 
life, and in the upper ranks of the educated, the principles of politi- 
cal economy in the distinctive form in which they have been cast by 
German thinkers. Wagner reckons it of high importance that the 
changes which the Germans have made should in this manner be fil- 
tered to the public at large. Of those changes, the most notable is 
in the general conception of the subject. The doctrine of laissez faire, 
which pervaded the older political economy, has been flung aside. 
More attention has been given to the organization of industry and to 
the social and legal institutions which underlie it. The subject has 
been handled in its wider relations. Not that Wagner would make 
the scope of political economy coincide with the broad field of soci- 
ology or social science. He believes that economic phenomena, 
though they are among the social phenomena, are yet not identical 
with them. But economic phenomena are to be considered in their 
relations to society in all its aspects. Closely connected with this 
view is the insistence on the ethical side of political economy. Politi- 
cal economy is not only to analyze and describe what is: it is also 
to point out what should be. 

Schmoller has also published a review of Cohn’s treatise, in the 
last issue of the Jahrbuch fiir Gesetzgebung. His review is brief, but, 
like that of Wagner, is in terms of high praise. He finds in Cohn 
the distinctly ethical point of view, and finds, moreover, that Cohn’s 
attitude is essentially historical. To his mind, it is in the greatest 
conceivable contrast with the attitude of Menger’s school. In regard 
to the exposition of specific economic doctrines, Schmoller contents 
himself with these scant remarks: “Cohn carries out no part of that 
further development and transformation which, in our own opinion, 
still await political economy. Such corrections as he suggests to the 
older doctrines are, for the most part, common property of many of 
his fellow-workers.” 

To the consideration of the present state of economic science, of its 
fundamental propositions, of the problems which it has to solve, and 
of the extent to which it is an ethical science, Wagner devotes a sep- 
arate division of his article. This may be taken as a manifesto of 
his views ; and we reproduce it in full, as follows: —] 

In my own conception of the subject, I have arrived at the 
following results; and I venture to state certain problems for 
political economy. In discussing these, I shall also touch on 
the application of the various methods. 
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Our industrial action —that is, our action in so far as it 
is directed to the acquisition and use of wealth, or of means 
for satisfying desires — is determined by a variety of motives. 
These motives appear in different combinations. Sometimes, 
they operate together in the same direction: sometimes, one 
works against the other. The character and aim of our indus- 
trial action are formed in accordance with them. They are 
different in individual cases, The universal element, common 
to all humanity, is merely the fact that these motives are 
able to determine our action, and do determine it; and, again, 
that different combinations of motives and different degrees 
of strength in them can and do occur. The element that 
varies in the history of a given population, varies with differ- 
ent individuals, and varies in the same individual under differ- 
ent circumstances, is that the combinations of motives change, 
that the individual motives change in relative strength; and, 
therefore, our industrial action varies. It follows that there 
is a possibility, and there may be a desirability or necessity, 
of bringing some influence to bear on these combinations of 
motives and on their relative strength. Such an influence’ 
may come from within or from without, it may be exerted 
on individuals or on an entire population. Hence, we may 
speak of the education of an individual or of a people toward 
a given aim which we think right. 

The aim which lies before an individual or a people is deter- 
mined by the moral law, which finds its support in positive 
law, and also by the interest of the species, which is expressed 
in the precepts of morality and of law. We find certain legal 
and moral rules as to what should be the relative strength of 
various motives, as to the strengthening of one, the weaken- 
ing of another, as to their combination in different ways. 
The progress of society depends on whether those motives 
which accord with the law of morality (itself subject to his- 
torical development) and with the interest of the species 
are made to appear in the proper combinations and with the 
proper degrees of strength. The great point is that the mo- 
tives of individual advantage should be combined with altru- 
istic motives, or replaced by them. The last and highest ideal 
for an individual and for a people — an ideal not to be reached 
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by man, yet to be striven for —is first to develop the finer 
egoistic motives in place of the coarser, and in the end to 
substitute entirely the non-egoistic motives for the egoistic. 
What an individual or a people has achieved in this respect 
is the measure of its moral worth and of its true advance in 
civilization. 

The different motives can be reduced, I believe, to five,— 
four egoistic and one not egoistic. Each presents itself in two 
aspects. The four egoistic motives are: (1) one’s own indus- 
trial advantage and the fear of want for one’s self; (2) the 
fear of punishment and the hope of approval, perhaps of 
reward; (8) the sense of honor and the fear of disgrace; (4) 
the impulse to activity and to the exercise of power, and the 
fear of the results of inactivity. The non-egoistic motive is 
the sense of duty and the fear of conscience. 

The first motive, the wish for gain and the fear of want, 
lies at. the foundation of the theory of self-interest, of selfish- 
ness. It is the basis of the deductive reasoning of the abstract 
theory, especially of the more extreme tendency of economic 
individualism. Hypothetically, its use is always proper; and, 
for the isolation of causes, it has proved the best of methodo- 
logical tools. In tracing the causes of the actual phenomena 
of industry, its use, at least to a certain point, is always 
proper. For we have here an element common to all men. 
We have an element founded on a law which is in truth a 
“natural” and ultimate law. It is based on the physical nat- 
ure of man, on his mental nature (which depends primarily 
on his physical nature), and on his relations to the external 
world. As it affects the individual, so, also, it represents the 
interest of the species, since the species exists and is con- 
tinued only through the individual. The objections of his- 
torical economists are obscure, and are carried too far, when, 
instead of admitting the hypothetic value of deduction from 
selfishness, they deny that it has any value whatever. They 
make a mistake which is the reverse of the mistake of the 
advocates of pure deduction; and their mistake is the greater. 
‘In considering the modifications of industrial self-interest in 
different individuals, different peoples, at different times, its 
various combinations with other motives, they forget that 
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there is, after all,a universal element of humanity in this 
selfishness. The purely deductive economists commit the less 
mistake of neglecting the modifications of self-interest, and its 
varying combinations with other motives,—the less mistake, 
yet still a great and calamitous mistake. 

I do not reckon it a part of the mistake of the deductive 
reasoners that they overlook the fact that self-interest, when 
spoken of as the motive of industrial action, often does not 
mean one’s individual interest alone, but includes the interest 
of others; to be sure, of others in whose welfare the person 
who acts takes an interest. Consider the family, the acquisi- 
tion of property for transmission to descendants. Here the 
egoistic action becomes altruistic. Yet, while there is a wid- 
ening of the selfish motive, it remains egoistic. Of greater 
importance is the modification, the differentiation, the combi- 
nation of this motive with other motives, in individuals and 
in the history of society. When we consider the character of 
man’s desires and of their satisfaction, his industrial activity, 
the weight of these influences in human nature, we may be 
tempted to speak once for all of the “economic nature ” of 
man, and to draw conclusions from it. Yet it is a mistake to 
think that this economic nature remains always the same in 
individuals or ina people. It is a mistake to think it is the 
whole of man’s nature. And, lastly, it is a mistake not to see 
that, even in his economic life, man may at all times be influ- 
enced by various motives, in different combinations, and in 
varying degrees of strength; that even his industrial action 
can be influenced, often is influenced, and certainly often 
should be influenced, by other motives than that of mere per- 
sonal advantage. 

My second class of egoistic motives included the fear of 
punishment (more generally, fear of disadvantages of a non- 
economic kind) and hope of a reward of a non-economic kind. 
These motives are to be counted among the psychologic ele- 
ments, when personal freedom does not exist, and labor is 
done under compulsion. They help to explain economic phe- 
nomena under such conditions. They are notably to be con- 
sidered in the explanation of some important events in 
economic history, such as the process by which slave labor 
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ceases to be profitable. They lead us to modify many conclu- 
sions which have been deduced without sufficient qualifica- 
tion from the motive of individual industrial advantage. For 
practical questions, their considerations may be important as 
a corrective to the exaggerated stress often laid on the benefi- 
cent working of the principle of self-interest. It is true 
that the principle of self-interest is generally beneficent ; but 
the truth has often been unduly emphasized. Instances may 
be found in the discussions on abolishing slavery and serf- 
dom, on compelling men to work or to make savings from 
their incomes. When the negro was treated as if he were 
influenced by the same economic motives as the European, his 
emancipation could not but lead to many disappointments. 

In the third class of egoistic motives, the sense of honor 
and the fear of disgrace, we have to consider higher and 
nobler elements, but still selfish elements. Yet there is a 
pleasure in seeing them at work in place of the coarser motive 
of individual gain, or at least side by side with it. The guild 
system at its prime gives an example. Such motives must be 
taken into account in economic legislation. That they can 
and do have an effect is not to be denied. One of the mis- 
takes of the older theory of selfishness was to disregard them, 
—a mistake of much practical importance, since it led to the 
notion that in analyzing “ purely economic” phenomena it was 
absurd to pay attention to actions based on other motives 
than that of individual advantage. An economist has said 
that “over-conscientiousness is a disadvantage in business,— 
and deservedly so!” That comes very near the remark (thank 
Heaven, much exaggerated) of the stock jobber, “One can’t 
make a fortune nowadays without brushing close to the pen- 
itentiary !”— When we consider how easily a sense of honor 
degenerates into mere ambition, it becomes obvious that these 
motives after all are at bottom egoistic; whence again we 
conclude that they, like the motive of individual advantage, 
may lead to actions opposed to the general interest of society. 

There is still a fourth class of motives, distinct from the 
preceding,— motives which, as we all know, often play their 
part, and which belong to the egoistic group, since they are 
based on the interests and wishes of the individual who acts. 
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Typical among them is the impulse to activity, to which 
Schmoller has called attention; often, though not invariably, 
combined with the wish to exercise power. In their other 
aspect, we see them as the fear of losing power, perhaps the 
fear of physical ills, such as loss of health, perhaps the mere 
dread of ennui. No economic interest is necessarily involved. 
Ambition need not enter, although ambition is very likely to 
play its part in connection with these motives. On the con- 
trary, motives of public spirit are often combined with them. 
But, at bottom, as a psychological phenomenon, they are based 
on nothing more than the mere impulse and desire to “do 
something.” Sometimes, in the restless activity of men who 
carry on industry on a great scale, the wish to accumulate 
property is the immediate aim,— but not for the sake of mate- 
rial advantage, but for the sake of the power which a fortune 
gives. There is something more than a merely industrial 
motive. Many events of recent years, great financial opera- 
tions, such as the Péreire Crédit Mobilier, which was a struggle 
of the Portuguese Jews, represented by Péreire, against the 
German Jews, led by Rothschild; or, again, the struggles of 
American financiers,—these are based, psychologically, not on 
the mere desire to acquire wealth, but on the wish to exercise 
power. 

Lastly, in this complex of motives, and in the struggle for 
self and for those whom we make part of ourselves, we 
find the non-egoistic motive, the sense of duty, and, when 
we fail to do our duty, the reproach of conscience. We may 
be thankful that it can appear, and does appear, in industrial 
actions, repressing and modifying other motives. Because of 
it, competition is not pressed to the utmost, prices do not 
reach the highest or lowest limits which the pursuit of individ- 
ual advantage would fix, and would fix without encountering 
an effective check in the mere sense of honor and propriety. 
Under this head, we are to class not only all charitable action, 
but the cases where an industrial or social superior purposely 
refrains from making his own interest the exclusive ground of 
his economic conduct. 

Action in obedience to altruistic motives, such as individ- 
uals occasibnally undertake of their own free will, should 
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often be commanded by the general precepts of the moral 
law. All experience teaches that action of this kind is most 
effectively secured if it be also enjoined by religion. It is 
further promoted if it be embodied in the code of custom. 
As the duty of such action becomes generally recognized, the 
way is paved to its gradual incorporation into the legal system 
and its more or less thorough enforcement by law. The great 
historical example is to be found in the usury laws. But 
all laws that limit freedom of contract, in order to protect 
the industrially weak against the industrially strong, which 
try to increase the gains of the poor in the struggle of 
competition, fall under this head, and so legislation for pro- 
tecting workmen, for workmen’s insurance. Here the task of 
the individual is a voluntary moral one; the task of society 
is to secure obedience to the moral law in industrial life. The 
means of others than those directly interested —the public 
means in the shape of taxes—are used for the benefit of par- 
ticular classes; the public treasury gives contributions for 
schools, for workmen’s insurance; thereby the conscience of 
society is shown to have been moved to active exertion. 
Here we must set up an ideal of a just distribution of incomes, 
an ideal doubtless unattainable, yet always to be striven for, 
by which distribution on the lines of the egoistic motives is 
to be changed and amended. That is a demand opposed to 
the doctrine of free competition. But, on the other hand, 
we must also set up, in accordance with the sense of duty, 
the ideal that each individual should do his best to increase, 
to improve, and to cheapen production. To secure such 
conduct by individuals, we must have the co-operation of 
egoistic motives, which are to be modified and restrained by 
the motives of conscience, but not to be wiped out. Their 
stimulus is needed not only with men as we know them in 
history: it is necessary under every possible conception we 
can form of the physical man, in any organization of society. 
The latter demand is opposed to the doctrines of the extreme 
socialists, the former to the extreme individualism of free 
competition. ‘ 

Now theory, in so far as it operates with psychological 
motives, makes deductions from them, and tries to explain phe- 
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nomena that are based on man’s economic activity, must begin 
by considering the possible influence of all these motives. 
Hypothetically, we may disregard the operation of some of 
them. We may assume, for instance, that the first motive, 
that of securing individual advantage, is alone at work. But 
theory can never begin by assuming as certain that this is fact, 
and that the one motive suffices toexplain the phenomena. That 
must be tested by observation and experience. And, when 
the theoretical question is, What should be? we must always 
investigate, and must never assume, that the state of things 
at which we aim will take place through the mere operation of 
self-interest. If it does not so take place, we must search 
whether the other egoistic motives can serve or ought to 
serve to bring about the desired result; and, finally, in case of 
need, we must appeal to the motives that spring from the 
sense of duty. 

To bring these various motives into operation, to pave the 
way for right customs in industry, and for sound economic 
legislation,— for this, the proper practical measures must be 
sought. In preparing them, recourse must be had to experi 
ence. The first preparation of all will be to enlighten and 
educate public opinion in such manner that the conscience of 
each individual is aroused, and thereby the public conscience. 
The necessary laws and compulsory measures, such as factory 
legislation, workmen’s insurance, reforms in taxation, will then 
be understood, supported, demanded. Industrial reform must 
not of necessity wait until public opinion has advanced to 
this point: the delay would often be too great. But the 
ease and the more certain success of reforms depend on the 
advance of public opinion. Industrial organization (wirth- 
schaftliche Organizationen) will stimulate or compel the indi- 
vidual to repress the motives of self-interest, and to let the 
motives of honor and duty prevail. Thus the recasting of the 
branches of production into some form of joint corporate 
action is commendable, as a substitute for the atomistic ten- 
dencies of our time; for, in such a form, the selfish motives 
are not so likely to overpower other motives. Excessive free- 
dom of competition leads almost of necessity to the exclusive 
control of the motives of individual advantage. We must, of 
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course, always inquire whether in fact the advantages of cor- 
porate organization are secured, and whether its disadvan- 
tages, such as the check of productive powers and of advance 
in the arts, and that cliquishness which is inherent in the 
corporate system, do not outweigh the advantages. 

The deductive method can be safely used in political econ- 
omy only on the basis of such a comprehensive analysis of the 
psychologic motives of industrial action. And induction must 
always be brought to aid in making more accurate the approx- 
imate conclusions which have been reached by deduction, and 
which, as a rule, can be reached by deduction alone. Deduc- 
tion serves to verify, to confirm, to test. I should be inclined 
to say that the inductive process serves as a corrective and 
supplement for the deductive. 

These, then, are the two methods: on the one hand, deduc- 
tion from psychological motives,— first and foremost, deduc- 
tion from the motive of individual advantage, then from the 
other motives; on the other hand, induction from history, 
from statistics, and from the less exact and less certain, yet 
indispensable, process of common observation and experience. 
With both methods we are to approach the various prob- 
lems of political economy, and to solve them so far as we 
ean. Which method is most to be used depends on the 
nature of the particular problems; but it depends also on the 
turn of mind, very likely on the accident of training and 
education, in the individual investigator. 

The five following problems for political economy may be 
distinguished. I can indicate them but briefly; and, for 
greater brevity and clearness, I put them in the form of 
questions : — 

I. Which are the economic phenomena? In what way do 
they arise, develop, change? What is the typical element in 
them, the general phenomenon as distinct from the individual ? 

II. How are these phenomena and the general element in 
them, both in their development and in their present state, to be 
explained as resting on causes and conditions? 

We are to set forth and to explain the phenomena: first, 
to enumerate and describe them; then to discover the causes 
that determine them and the conditions on which they rest. 
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The description and enumeration take place with the aid 
of history, of statistics, perhaps of common observation. Yet, 
even here, recourse must be had to deduction from the psy- 
chologic motives, deduction giving hypotheses to supply the 
many links that are missing in the inductive chain. 

At this point, however, I must insist, with Menger, that the 
true duty of our science is to discover, through history and 
statistics combined with deduction, not the mere eoncrete 
individual facts, but the typical and general facts. Herein 
lies, for example, the distinction between economic history 
and economic theory. In the latter, we bave to do, above 
all, with comparative history and comparative statistics. The 
distinction justifies and perhaps necessitates in practice the 
division of labor between the historian, who searches for 
the actual facts, and the theorist, who strives to ascertain 
the general element in the phenomena. 

The explanation of causes takes place primarily by deduc- 
tion. Then we compare the phenomena which we deduce 
as likely with those which in fact appear. Deduction is 
again combined with induction. Comparative statistics aré 
of special importance in checking our deduced results, their 
value of course depending on the degree of perfection which 
has been reached by the statistical method. 

ITT. How are we to measure the social merit of the economic 
phenomena? In order to measure it, we must have a standard 
of the right production and distribution of wealth. What is 
the standard ? 

IV. What aim should we set for the development of pro- 
duction and distribution? Here the question is, What ought 
to be? 

A standard is necessary, and is attainable. We can learn 
from observation what is the actual production, and may 
compare it with the possible production in the existing state 
of the arts. We may compare the actual distribution of prod- 
ucts with that distribution which, given the existing popula- 
tion and the existing state of the arts, is the ideal to be at- 
tained. The standard necessarily differs in different places 
and at different times. It changes as economic conditions 
change, varying especially with the changes in density of pop- 
ulation and in the state of the arts. 
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The aim in regard to production is such quantity and 
quality of products as will suffice to satisfy the proper mate- 
rial, intellectual, and moral needs of the people. Those needs 
are no more to be exceeded than to be fallen short of. Ex- 
cess in either direction is against the advance of civilization, 
although we are generally inclined to think that only an insuf- 
ficient production is harmful. At the same time, production 
should take place with the minimum cost and sacrifice, which 
depends on the state of the arts, and mainly on our com- 
mand of the forces of nature. Comparing such an ideal pro- 
duction with the actual production, we are able to pronounce 
judgment on the latter. 

The aim in regard to distribution can only be stated for 
a given state of the arts and a given density of population. 
The true and permanent interest of the species, of the people 
as a whole, must always be the test for deciding the man- 
ner and extent to which the desires of classes and individuals 
are to be satisfied. The ideal to be aimed at is such a distri- 
bution as enables the mass of the people to satisfy their mate- 
rial desires in a way to insure their physical and mental devel- 
opment and their participation in the fruits of civilization. 
How far this ideal can, in fact, be attained depends partly 
on the total of the people’s income, not only on the share 
which goes to the higher classes in the shape of return on 
investments, of entrepreneur’s profits, of high salaries,—a share 
which must necessarily go to them for the maintenance of 
production as well as for the advance of civilization. But it 
depends also on an element which socialism has not duly con- 
sidered; namely, the ratio of the increase of population to 
the increase of production. Comparing this ideal distribu- 
tion with that which exists, we may in turn pronounce judg- 
ment on the question of distribution. 

As to method, we have again to combine deductive reason- 
ing with induction from history, statistics, and common ex- 
perience. 

V. What are the ways and means of attaining (perhaps 
only of approaching) the ideal aim in production and dis- 
tribution? What should be done in following out our aim? 

First come those means which look to psychological influ- 
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ence on the will of the individual, in order that it may deter- 
mine economic action in the manner best for the common 
interest in production and distribution. Here above all the 
deductive method is to be widely used, in establishing our 
conclusions and in testing them by the experience of daily life. 
Next, the spread of sound moral ideas, of right customs and 
habits in industrial life, is an efficient means. Thereby the 
motives of honor, of duty, of impulse to activity, are aided 
in getting the better of the motive of individual advantage. 
Here we have again a wide field for psychologic analysis, 
for deduction, for testing conclusions by the experience of 
life. Last among the proper means comes economic organi- 
zation, supported by commands and prohibitions of law. 
Such means are often indispensable. Sometimes they alone 
are available, where the desired results are resisted by the 
absence of proper motives in the individuals, by the moral 
defects of a people, by vicious industrial customs. “ Organi- 
zation” must consist chiefly in the combination of public 
industry, of State or municipal industry [gemeinwirthscha/t- 
liches System], with private industry. It may consist in the’ 
complete substitution of the former for the latter. It may 
also consist in the recasting of the different branches of pri- 
vate production. In the matter of legislation, freedom of 
competition may be restricted or regulated both by civil and 
administrative law. The law of property, of contracts, of 
inheritance, of eminent domain, may be modified. 

The proper course of action in any specific case can only be 
determined on the basis of a careful analysis of facts as they 
are, and, so far as possible, in the light of comparison with the 
industrial laws and habits of other peoples and other times. 
In ascertaining the facts as they are, historical and statistical 
methods have a field of wide application. Official collection 
of statistics and official investigation are often most efficient 
methods. They aid, in turn, in the choice of new forms of 
organization and legislation. But the deductive method, with 
its hypothetical assumptions and conclusions, is also indispen- 
sable. So, for example, in order to judge whether, given 
certain customs and moral rules, and given a certain strength 
and combination of economic motives, we can expect to reach 
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the intended result. Since the chief means of reaching a 
given end must always be to cause the will of individual men 
to be influenced by the proper motives, we must often con- 
tent ourselves with the slow but in the long run more effec- 
tive process of educating society and its individual members. 
Above all, we are to encourage the education and training of 
self, the substitution of new motives for the old, and thereby 
are to strive for and expect other customs and moral rules in 
industry. 

These five problems,— to ascertain and describe economic 
phenomena; to explain their causes; to judge of their social 
merit ; to set up an aim for economic progress; to point out 
the way for reaching this aim,— these, then, are the single 
parts of the great general problem of political economy. In 
a systematic exposition of the subject, a solution of all of 
them must be attempted. The form of the exposition is 
necessarily affected by this classification, yet not in such 
way that each of the five parts must have separate treatment. 
The first four are too closely connected to permit a separation. 
The second, again, is too directly involved in the first, and 
the fourth in the third. Only the fifth, where we have to 
deal with the practical questions of an art, can be clearly dis- 
tinguished from the rest. I should be in favor of retaining 
the first four for the general or theoretic part of a system of 
“social economy.” The fifth would belong to the special or 
practical part, which, again, might have two divisions,— one 
on economic administration, describing existing laws and meth- 
ods, and a second on economic policy, discussing the proper 
measures for the future. In the theoretic part, the first and 
second problems would be handled rather descriptively ; while 
the third and fourth would give occasion for considering ques- 
tions of principle. To this latter, I would give the rank of 
a discussion of fundamental principles (Grundlegung), and 
would place it at the beginning of the treatise, combining 
with it the psychologic analysis of instincts and motives, some 
consideration of fundamental concepts, the question of method, 
and a history of the literature of the subject. 

Everywhere, we must combine deduction from psychologic 
motives and from the given industrial conditions with induc- 
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tion and description from history and statistics. As has been 
indicated, different methods will be used more or less in 
handling the different problems. Something must depend 
on the individuality of the writer; one or the other method 
will be used in greater degree by different men. That in 
itself gives no occasion for praise or blame. The essential 
questions are whether the proper method has been used for 
the specific problem, and whether the results attained are of 
value. The results of course vary in the different parts. 
They may be facts, explanations of causes, praise or con- 
demnation, the ascertainment of economic aims or the point- 
ing out of practical measures. 

[In conclusion, Wagner expresses himself more specifically on cer- 
tain important economic doctrines. He says : —] 

When Schmoller, in his review of Schénberg’s Hand-book, 
to which allusion has already been made, expressed his 
scepticism in the matter of general treatises, he prophesied 
that before long we should have quite outlived the old system 
of dogmas. I ventured then to express the belief that this 
complete rejection went too far. I pointed out that the first 
and great leader of the historical school, W. Roscher, had 
refrained —and no doubt for good reasons —from throwing 
overboard the old doctrines, and that any other course was 
the more questionable from the absence of substitutes. For, 
barring a few scant criticisms, there is nothing that can take 
their place. Nay, the historical economists themselves, time 
and again, make use of the old principles, as in the theories 
of value and of cost of production, which are nothing more 
than parts of what is called the “old dogmatism.” I am 
glad to find that, in this conception of the, subject, Cohn’s 
book supports me. 

Among the more important — indeed, the most important — 
points in the “old dogmatism,” we may reckon the following : 
First, the law of diminishing returns, what English economists 
call the law of production on land. Based on this, and also 
on the increase of population and of demand for products, we 
have next the law of rent, to which the classic names ot 
Ricardo and Von Thinen are attached. Then Malthus’s 
principle of population; then the doctrine that production 
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is limited by capital; and, lastly, the so-called wages-fund 
theory,— in part a deduction from the doctrine that pro- 
duction is limited by capital. The older statements of the 
wages-fund theory are no doubt to be modified and more care- 
fully worked out; but it cannot be declared entirely wrong. 
The sweeping attacks which have been made on it by Eng- 
lishmen like Thornton, even by Mill himself, by Germans like 
Brentano, by Americans like George, fail to go to the root of 
the matter. All these old doctrines are maintained by Cohn, 
as they have been by Roscher, by Schiiffie, by myself. He 
handles them as generalizations which (and this is the essen- 
tial point) are true in their kernel,— generalizations which 
we arrive at from inductive observation of facts and from 
their deductive explanation. He tries, often with great suc- 
cess, to analyze them more thoroughly, to state them more 
carefully, to point out their limitations in theory and practice, 
to show under what conditions the theory will apply, and 
how other conditions may enter and change the actual result. 
Cohn’s exposition sometimes puts things in an unusual way; 
but, at bottom, he gives the old doctrines. 

The way in which different causes may counteract each 
other has been not infrequently pointed out by economists. 
Cohn himself, in one of his earlier discussions, on the effect of 
American competition on agricultural prices and rents, gave 
an example of such treatment. He showed that this cause, 
which was working against the theoretic rise of prices and 
rents, had already been taken account of by economic science, 
and had been assigned its place in the theory. Hence it was 
no refutation of the theory, but only a part of it, an admitted 
counteracting force. There is no fact in this branch of the 
subject which does not fit completely into the enumeration 
which Mill gave of the forces that counteract the laws of 
diminishing returns. (Mill, Political Economy, Book I., chap. 
xii., § 3.) 

Cohn does not maintain the wages-fund theory as far as I 
should still be inclined to do. Yet even here, in speaking of 
the dependence of wages on the wages-fund, he admits the 
essential point. He grants that, for any given time, the the- 
ory is relatively sound, and that, for the time being, the wages- 
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fund is of decisive importance in determining wages. The 
kernel of the wages-fund theory seems to me not refuted by 
Hermann’s theory that wages are paid from the incomes of 
consumers. Indeed, the two theories are not inconsistent, but 
are to be combined. As production stands nowadays, the 
effective demand for labor, the employment of laborers, and 
the payment of wages to them, ordinarily come from the cap- 
ital of entrepreneurs. The demand of consumers for prod- 
ucts determines only the direction in which the labor and 
capital shall be employed. But it is true that capital does no 
more than to advance wages. The advance is recouped by 
the payments of the consumers, by the effective demand from 
them. As a general thing, it must be recouped, in order that 
capital may continue to employ labor and pay wages. In so 
far, the payment by consumers may be said in the end to give 
labor employment and to insure a given rate of wages. Bet- 
ter, it may be said to determine the conditions under which 
alone capital can permanently employ labor and grant it a 
certain rate of wages. But at any given point of time, this 
rate of wages can be secured only if the capital is sufficiently 
large in amount, and if it consists of (or can be readily con- 
verted into) commodities consumed by laborers. Mill’s origi- 
nal doctrine in his great treatise, with a few modifications 
suggested by Hermann and the Germans, remains to this 
day a particularly successful exposition of this subject. 

I consider it an especial merit of Cohn’s that he has again 
brought forward the principle of population in that connection 
with the problem of distribution which was given it by the 
older theory. I maintain it in the same way, and have so 
treated it in my lectures for a number of years, departing in 
one respect from the exposition given in my treatise.* Cohn 
lays the greatest stress on the importance of the movement of 
population, and especially of its increase, in distribution, and, 
above all, for the rate of wages. This is perfectly sound. It 
disposes of the three kinds of optimism by which the matter 
has been obscured: that of individualists of the Manchester 

* In my treatise, the detailed discussion of the law of population is lacking. 
Properly, it belongs in chap. ii. of Div. I., between §§ 93 and 94, I purpose 


inserting it at that place at some future time. But, at p. 145, I have laid down 
the general principle of population in what seems to me the sound form. 
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School, like Bastiat; that of Americans, like Carey, who draw 
wide generalizations from the conditions of thinly populated 
countries ; and that of the extreme socialists, like Marx and 
even Rodbertus. Cohn goes his way, undisturbed by the in- 
effective attacks on Malthus’s untenable formula. Nor is he 
led astray by the references to the enormous increase, espe- 
cially in this century, of the powers of production, by which 
superficial optimists suppose that they can refute Malthus. 
He shows unanswerably that, notwithstanding the tremen- 
dous growth of productive capacity in the era of steam and 
notwithstanding the actual increase of production, the maxi- 
mum benefit for the laboring population, and especially for its 
lower layers, has not been secured, because of the impulse 
to a mere rapid growth of population. * * * 

The socialists on one side, and Carey on the other, are sim- 
ply blind in this matter. Only in very recent times has one 
of the German socialists, Kautzky, seen that even in a social- 
istic society (it would be more true to say, in such a society 
of all others) the question of population is the most danger- 
ous point,— perhaps the point at which it will get its death- 
blow. We have here to solve no questions of law or of organ- 
ization. There is not even, primarily, a psychologic element 
involved. The problem is simply one of arithmetic. If pop- 
ulation increases faster than product, the quotient for each 
individual must become smaller. If rent, interest, entrepre- 
neur’s profit, high salaries, be considered as deductions from 
the total product, and if only the remainder goes as wages 
to the laborers, then the quotient for these latter of course 
becomes still smaller. And even in a socialist organization, 
where no such deductions are to be made, and the whole 
product is to be divided on some scheme or other among the 
total population, the quotient remains still a decreasing one. 
Only if production shows a greater increase in the socialist 
state than in our present bourgeois state,— the “state of pri- 
vate capital,” — only if the arts of production advance more 
rapidly, only if population, on the other hand, advances less 
rapidly, only then can the average condition of the indi- 
viduals be improved. But since a more favorable produc- 
tion and a greater advance in the arts are at least doubtful 
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in the socialist state, since, for obvious psychologic reasons, 
the increase of population is likely to be more rapid, the 
probability is that the condition of the individual could not 
possibly improve. This, of course, on the supposition that 
the excessive growth of rents, of interests, of entrepreneur's 
profit, in our present society, can and will be checked. To 
put it in another way, the socialist state, even if it succeed in 
getting a fair start, is likely to be wrecked on the problem of 
population. 

Consider the connection of the question of population with 
the most serious and difficult questions of social policy, and 
the conviction is forced on you that the “old dogmatism ” 
has still some practical as well as scientific value. 








PRICES IN IRELAND. 


Tue question as to the present ability of the Irish tenants 
to pay the judicial rents fixed under the act of 1881 has been 
raised, especially by Mr. Parnell in a recent speech, and is 
now the subject of discussion in England. Both the Zcono- 
mist and the Statist have treated the question recently in 
its relation to the “crisis,” from which the agriculture of 
Western Europe generally is suffering, and have presented 
the figures showing the fall in price of the staple products of 
Ireland. Some tables given by the Statist, in its issue of 
September 11, as bearing upon this subject, are here re- 
printed : — 


I. Average prices of butchers’ meat (per stone of 8 Ib. sinking offal) at 
the Metropolitan Cattle Market, 1880-85, and comparison of price in 
1885 with average of 1880-84. [Return No. 137, Session, 1886.] : — 









































Fall in 1885 com- 
pared with aver- 
age 1880-84. 
1880. | 1881. | 1882. | 1883. | 1884. | 1885. | Average. | Fall. 
8. d.| 8. d.|8.d.|/8.d.)/8.d.|38.d.| 8&8 @ % 
Beasts :— 
Inferior,. ... 4 4 4 4 64) 4 41 a ft 6 
Second class, ; 4113] 4 8f/ 4 93/5 1/4 9} 4 41 6 
Third class, ; 5 mS Bi 5 84S 4114, 5 6 | 10 
Fourth class, : 5 9515 43/5105} 5113,5 7/5 2) 5 8 | 10 
Shewirior,..... |S a5 gis tls10l5 we 7| 6 4 | 1 
Second class, ; 5 8h 5 716 13/6 43/5 845 0} 5 11 | 15 
Third class,. . . . | 6 63/6 4|6 93| 6103/6 035 4 ¢ 4 19 
Fourth class, 6 916 7/7 Of 7 13/6 54 Ss 19 
Lambs}. ...... 8 1f|7 83/710/8 147 43) 6 7 10 | 14 
a 5 5 63/5113/5 8/4 7) 5 16 
Small prime, ; ; : Baul oat a tie ais a 12 | 15 
Pigs: — 
hogs 4 4/4 8/4 6/4 33 3 103 3 4 18 
Small, nest’ porkers; 4 113] 5 if 410} 4 8 it 4 i 4 at 13 
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II. Average prices of butter and cheese imported in the years 1880-85, 
deduced from the quantities and values imported, and average price of 
milk at Bethlehem Hospital [Return No. 137, Session, 1886] ; also, 
average prices of wool from same return, and comparison of prices 
in 1885 with average of 1880-84 :— 





Fall in 1885 
—— 
average 
1880-84. 





1880. | 1881. | 1882. | 1883. | 1884 | 1885. | Av’ge. | Fall. 





























£.8. d.|£.8. d.\£. 8. d.\£.8. 2)£.8. d.|£. 8. d/£.8. d.| % 

Butter, imported, 

percwt.,. . . (6 4 4415 6 13/5 4 74/5 0103/5 1 4 (416 33/5 3 54 6 
Cheese, imported, | 

percwt., . . . (217 4|217 0/216 03/214 4421111 |2 4 44/215 4] 20 
Milk, per gallon, [0 1 1/0 1 1/0 1 0/0 1 0/0 1 0/0 0110 1 OM 12 
Wool :— 

Australian, per 

Ib. ssitcan, (6 1 98 3 HO 2 He? 0 1 OF0 0103/0 1 13] 22 
South African, [0 1 34/0 1 30 1 2h/0 1 2h0 1 14/0 0 9f0 1 34 
English fleeces, |0 1 34/0 1 13/0 1 10 1 O10 0113/0 0 1030 1 14) 19 





III. Prices of horned cattle and sheep at Ballinasloe, October Fair, in 
1880-85, and comparison of fall in 1885 with average of 1880-84 [com~ 
piled from Thom’s Almanac] :— 

















Fall in 1885 
compared with 
javerage 1880-84. 
1880, | 1881. | 1882. 1883. 1884. 1885, | Average.| Fall. 
0 &. 8.\& 8.j/£ 8. dk. 8. alk. 8. G/L. 8.|\£& 8. a) G 
xen :— 
First class, . |22 10/21 0/23 0 0122 0 0 17 O19 O21 17 6 13 
Second class, |19 10/18 0/20 0 019 O O/}17 15 0/16 10:18 1 0} 12} 
Third class,. |16 0/14 1016 0 016 10 0/15 10 0/14 0115 14 O} 11 
Fourth class, j14 0/12 10/13 10 0/13 15 0/12 10 Oj11 0/18 0} 17 
Heifers :— 
First class, . [22 10/21 10/23 10 0/22 10 0/21 ©O 0/19 1022 4 0} 12 
Second class, {19 10/18 10/20 0 019 15 0/18 O 016 1019 3 0 14 
Third class,. [16 10/15 10/17 © 0/16 15 0115 0 O14 016 3 O} 18 
Fourth class, {15 0/14 0/15 O 014 10 0/12 15 O11 1014 5 OF 19 
Wedders :— 
First class, . 3 10:3 53 15 O18 10 O18 7 6&8 OS BD 14 
Second class, |3 3/2 183 5 03 2 O02 16 O02 10:3 O 10) 18 
Third class,. | 2 18/2 13}2 17 6/2 15 62 10 62 5 2 15 18 
Fourth class, | 2 10|2 65) 2 o2 662 5 O2 O82 7 OF 15 
Ewes : — 
First class, . |3 3/2 183 2 63 0 0.2 17 0}2 103 O 1 17 
Second class, |2 10|}2 52 10 0}2 7 62 6 O2 O2 7 8 16 
Third c is 1 181 1552 ©O O11 17 6 1 16 =+O}1 151 17 1) «6S 
Fourth clasa, | 1 14/1 91 15 O}1 12 O}1 18 OF} 1 101 12 6 8 
































